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lI. ESTRODUSTMO 


Nic ness 1s primarily concerned wita tae budeet 
fees lon processes within the Department of tae Havy 
(DOW). Included will be an overview of the environmental 
ስቢጤጨሜ፡፡ ማሚ  ሪታሠ፡ፕቭቓ..18 whiea tae budgeting process is- con- 
Meco cone fumecions which a budzet performs and its 
M@emeeecristiecs, and a description of now dudgetinz fits 
mreomacneral decision making tneoryvy. The Department of 
tae iavy (200i) oudget process is guided by tne Comptroi- 
Mio ene avy CNAVCOMPT), Director of Budzet and 
Reports (iCB) and tne Director of the Fiscal ilanazenenc 
Pe meron. Orifice- of the Chief of Haval Operations 
(OP-92). ile will outline tne internal and external 


 ” ቃ- ህህ ከ21 retacvionsnmips of tnese units as well a 


(5 


wi ine ከስመ ር ወጋሮብይር bY Cheese departments and tne 

ho onsr:rowlroyes assisned to their subunits. A zeneral 

፡ ብ...) ከ01 geo detalled investication of the specifics 

"E ር.) et decision masing process are examined frori 

tne various departmental perspectives and coordination of 

; ፕ እልጂል ጨሔ ሔ እ ይጄጆጀጅጂጅኪን ን ሀን efforts Will be discussed at lenztn. 
Certain metnodology was used to gather the data, 

"ከ DS toespeport tne procedures which we discuss. in 

Gots thesis. to determine tne requirements of this 

=ጋ ብ ህብ! a GibLioszrapnie searcn was conducted using 


2 


availabie liorary resources. Defense Lozistics Studies 
Information Exenange (DL5vS) cand gg ges) s ም ያዎያቻያጵጽቢ፳ ክክ ርካ ኸ 
ated «ey points. Of particular note were une two main 
information sources Of vrici cent o ጋር ህህ... ከ. ከ. 
tnesis; the Budget Guidance Hianual (NAVCOMPTINST 7102.24) 
and tne Comptroller of the Navy Manual. aAdditiona:i 
supporting data was obtained fron various other sources 
as per the bibliograpny. 

To augment the literature review, a researcn field 
trina to Washington D.C. (Pentagemeoulloing), more s ce 
icaliy to the Office of Budget and Reports (OBR), was 
conducted in the montan of Febra Ty 1906. — PUT TH; cage 
trip numerous budzet division Omeme ra mU SUIS 
budzet analysts were interviewed. These interviews 
provide explanations of tne linkage between tne written 
policy requirements and tne reality of tne sudzes 
environment im wWnien resource ~avescat ን።ጂ.ቭያጄ፡ዴያድልደጀልኑዜዘቓቱህ፡ቹ፡ታ፤ ከ ፣፤ በ6. . 
made. Within che renveaton ese sono fai o ea en 
searcnes were made oy hand as well as oy computer. 
Success in these efforts was greatly enhanced by tne 
exceptional cooperation of tne Office of Budget end 
Reports (OBR) personnel. 

Upon return from the fieid research trip, information 
collected was collated and interpreted. Follow-up 
telephone discussions aad thesis advisor Impue wooo ce 


periodically for purposes of standardization. The 
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ጋት ammezation of tais tnesis into five chapters was 

ከ... 1 ን for ease of incorporation into tne haval 
w ክህ. ርን ርም ፡)15 Puolic Policy Processes Course 
(03172). Eacn chapter, witn minor outside preparation, 
A perales to Stand alone. Moreover the independent 
NS rb»ecsbpre TO Understand barr Of tne Devdvartment 
OIEA Ray "Ss (DON) budget decision making process as ic 


noria e rentazon. 
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Il. BACKGROUID 


Tnis chapter outlines the following zeneral budgetary 
and decision making topics: the role that budgeting 
plays in the overall management process, the different 
characteristics of a budget, thne environment saan WIES 
tne budgeting process must be performed, tne aids by. 
which tne complex problem of budgeting is simplified and 
tne interrelationship oetween general decision making 
theory anc the budgeting process. 

The national defense effort has been predominantly 
viewed in terms of military strategy, tactics and 
nardware requirements and capabilities. However, 
increasing demands being made upon this nation's limited 
resources and tne increased emphasis being placed upon 
reducing the amount of federal spending, as reflected by 
tne Balanced Budget and Emergency Deficit Control Act ofr 
1985 (Gramm-Rudman-Hollings), is changing the manner in 
which the national defense effort is being viewed. iore 
so now, than ever before, the decisions pertaining to 
national defense are being viewed in an economic sense. 
Charles Hitch and roland tícxean place this concept into 
perspective by statin: are E MEE 

The debate about the scale of theni iitary er ort wir 


take place in terms of the budgets (and the 


Ue 


Coo bes various budgets. willobuy), not.in terms of 
commodities (and the weapons tney can produce). 


“nen viewed from an economic point cf view, national 
defense can be considered to depend upon three factors 
Mer, |:05, 4]: 

- the quantity of national resources available 


- the proportion of national resources allocated to 
national security purposes 


- the efficiency with which the resources allocated to 
national security purposes are utilized. 


we iirst economic factor (the quantity of national 
resources available), which directly impacts the scale of 
the national defense effort, is a concern of the nignest 
level of decision maxing in the resource allocation 
process. Decisions at this level are of primary concern 
"D nose parts of the government such as the Council of 
Joint Economic Advisers, the President, the Congress and 
Beso Chiefs of Staff. 

The second ርን factor the proportion orf 
national resources allocated to national security 
purposes) exists at the next level in the resource 
allocation process. Decisions at tnis level are of 
PoR oy Concern to those elements of the government such 
as the Office of Management and Budget and the various 
Appropriations Committees of Congress. 

The third economic factor (the efficiency with which 
tne resources allocated to national security purposes are 


utilized) is of primary concern to those elements of tne 
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government such as the Department of tne Defense and 
subsequently the Department of the Navy. 

The 'Budget of tne United States Government', as 
submitted by the President and approved oy Congress, of 
which the Department of Defense and Navy's budgets are a 
subset, is the principal 116 1በር ዜፄ፡ህሃ ህህ) nati] one 
resources are translated into specific colrsesrot action. 
Tne degree of success by which the Budget achieves this 
purpose is dependent upon the influence of budgetary 
'policy' upon the resource allocation (budgetary) 
process. Russell Moore describes the importance ofr 
' policy" upon che decision Magis process In coe fol. 
lowing manner [Ref. 2:pp. 1-49]: 

The principal task of policies Is to cive consistence? 
of decisions while sill alloving different iee ከዓ 
on different sets of facts to be made. Policies tnus 
furnish the framework fo plans. «Mere 15 ense quentas 
a close relationship between policies and delegation of 
authority. 

The word 'budget' has many different meanings and is 
interpreted differently oy different people. Tne 
Department of the Havy Budget Guidance ilanual 
(NAVCOMPTINST 7102.2A) defines s 'budget' as follows: 

A budget is a document which expresses in financial 
terms a plan for ርዌጩዌርር ብሱ. ው .ሱ..ቲ። ን የከ ፣ ስ ]ጊከኪክህርክ፡ o o 
objectives during a specific period of time. It is an 
instrument of planning, decision maxing and management 
control. The budget is also an instrument ofr ክካሇኪ 
policy and a statement of national priorities. 


One should, after examination in more detail of the 


above definition of a 'budget', quickly realize that the 
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primary purpose of a 'budget' is that of oeingz a manage- 
ment and decision making tool and much more than a mere 


accounting tool sy which to keep track of monetary 
distributions. if viewed from a management perspective, 
a 'oudget' can be considered to possess certain charac- 
si Tes aaron Wildaysky*"outiines the various foudeet' 
E dewepistics inetne following tenms [Ref.@pp. 2-4): 


-À budget is intended behavior because funds are 
approved and granted for specific reasons, spent in 
accordance with instructions and expected to achieve 
the purposes stated in the budget. 


-À budget is a contract because Congress approves 
expenditures, purposed by the President, under 
Specific conditions based upon a mutual understanding 
between the President and Consress. 


-A budget is a precedent because programs whicn have 
oeen enacted are much more likely to be funded in tne 
future. 


-À budget represents expectations because departments 
predicate tneir requests upon certain expected events 
such as the expected enactment of a particular piece 
Ol 1.51 መ 1 ገሬ 


-À budzet becomes a plan when it is coordinated to 
achieve predetermined goals or objectives. 


-À oudzget is a strategy in that the level of funding 
Mmeahiceaw co an agency™is predTeated upon the amount 
requested by an agency attempting to allocate funds 
in a manner which favorably enhances tne budgetary 
goals of that agency. 

The budgeting process should be viewed with tne 


following environmental factors in mina: 


-Ine participants in the budget decision making 
process are not always clearly defined. 


-It is a mixture of technical and political 
ከ4 1115106525. 


ls 


-Ít. is an innerentiy complex roces E 


-It occurs between parties whose relationship is a 
mixture of cooperative yet conflicting interests. 


The rules oy wnich one is allowed to participate in a 
particular budget decision are not always clearly defined 
and understood. [nese partici pavive =u eS ues UNE 
well established, but not always readily apparent to the 
casual observer, ilicnael Hobkirk describes tnese written 
and unwritten participative rules in the following manner 
[| ክርን O: 

Participation in the decision making process does not 
occur at random. There are numerous written and 
unwritten rules zovernina now an issue may enter tne 
system, who can become involved, who must be consulted, 
etc. The rules of tne game are ያዳ ጄዳ) ር Tor order. 
now minds are brought to bear on a problem. An 
unwritten code of ሮርበ ርይ .ብ.ስሲስዕቢሖ ርህስ oy a partici ant 
nust relate to others in the wbureateracy. Inis code is 
constantly evolving through changes in tne written 
rules, personnel and tne general environment. 

Budgeting is conducted in an arena wnien can best Se 
described as a curious mixture በሺ የበዕአሙ ሱኑሱኑሱ.ህያፕያፕያፕያፕፓጋን ዎክዎዖዎንክ፤ንክውምን 
extremes. On one nand there is tne purely objective 
(technical) viewpoint toward budgeting. The criteria 
utilized under this approach to budget dee si onemaleine 153 
Simply to choose that alternative which makes the best 
economic or business sense. The rationale used in Cais 
approach is, basically, that, as long as the numbers are 
right in an economie sense, the proposed budeet is 70u 40 


through (be approved). Tne other extreme toward budget 


decision making is muen more subjective in nature. The 


ሥ 
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ከ ሚ ከር ን ዱጋ used under this approacnm to budgeting is in 
terms of what kind of budget will be supported and 
approved by the Superiors in the budget decision making 
Chemin ot command. Ihe rationale SS n ENS view point 
Poetic budzet which is riznt politically should go 
tnrougn (de approved). Aaron Wildavsky describes this 
curious budgeting arena in the following manner [Ref. 
DOR 99€ 


"ugcgcccc.scotlosl budeetings mayotake place in a twilight 
zone between politicos and efficiency. 


Tne budgeting process is an inherently complex 
SeeecsS,  wrunin any large organization, particularly tne 
federal government, tnere exists an enormously larze 
number of items or programs, many of which possess great 
Beocmmrea! complexities. the complexity of oudgeting is 
compounded by its taking place in a context " whion tine 
is typically short; there is never enough money; people 
disagree upon how to spend it, the consequences of budget 
decisions are not fully known and, while the budget 
decision makers have some latitude in their decision 
making alternatives, tneir actions are influenced ውሃ 
ከ ያሇከዜ ነከር ፡ንእርፎፄዜዘ፡- Tn order to overcome this complexity, 
budget decision makers seek to simplify their problem oy 
adopting any or all of the following techniques [Ref. 
DUO] 

=(VeNGistic alds to calculations 


-incremental approach to budgeting 


Un 


tne utilizacion Of Satirist fem. 

One method of reducinz tne burden of budgeting is for 
the decision maker to adopt ner ds Co pumas 
calculations. Decision makers make small budget changes, 
observe the impact of those changes, and allow feedback 
to determine the impact of their budget decisions. An 
example would be the implementation of across-the-board 
cuts and the simple reliance upon feedback from their 
constituency to inform tne budgeteers of tne conse- 
quences of such decisions. 

Another method by which budget decision makers see 
to reduce the. comblextty o mouse lS Co NSC Ute 
incremental budseting. ‘Inen utilizing an incremental 
approach to budgeting, oudget decision makers do not 
review the budget as a whole. Under this concept the 
prospective budget is based upon the previous year's 
budget with major emphasis given to marginal decreases 
Or increases. The budget decision maker can consequently 
concentrate his efforts upon a relatively narrow nmarzin 
of the overall budget. Paramount svo ther C ONcepto ToL 
incremental budgetinz is stability Nn toe base bud- OTe 
It is stability wnich gives inmeremental Dude tae 
application and usefulness in the budgeting arena. The 
rationale, upon which the base budzet is oredicated, is 
seldom questioned andy if coan d eS noe de ea 


lightly. Agencies, under incremental budgeting, can 
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Gomme Upon receiving a level of funding similar to the 
amount they received the previous year. The amount 
which they expect to receive under incremental. ovudgeting 
greatly outweighs the amount which is left open to 
debate and Scrutiny. 

Anotner method oy which budgeteers attempt to reduce 
the complexity of the budgeting process is to 'satis- 
fice’. Budget officials often do not try to maximize 
wnen making a budget decision but satisfice (satisfy and 
suffice). To reduce tne complexity, budgeteers often 
bemifecmencir coals Or SIfpnts. Tney establish minimum 
levels of expectations for tne proposed budget and when 
the oudget meets this minimum desired level of perfor- 
mance, they cease seeking the optimal budzet decision. 

The budgeting process is conducted between parties 
whose relationship is a mixture of cooperative yet often 
Seomieererinz interests. Central to this concept is tne 
differing roles played in the budgeting process by tne 
advocates (agency) and the guardians (budget review 
personnel) of the budget. The agency is expected to 
provide the guardians a choice of items from which 
budget reductions (cuts) may be made. The guardians are 
expected to provide the advocates budgetary limits 
ሸተ ር ከ ው ከ ርሮክከነክህርርዕ make budget decisions. Bota roles are 
intertwined a dependent upon trust and confidence to 


succeed. Without trust, the communication between the 


1. 


two parties breaks down, resulting in the agency either 
asking for too much (leaving money idle) or too little 
(requiring supplemental requests at a later time). 
Without trust, guardians impose SUNL arpscontmobs ን. 
leads to the advocates engaging in deception, wnich in 
turn leads to even more increased controls by tne 
guardians. Consequently, none Re necia 
process can count on anyone. n M O SN ae 
everyone disregards the original budget. 

As evidenced thus far, one important underlying thene 
pervading tne discussion of budots iS aa bound pies 
principally a decision makins press. Lot us. Dor me 
moment, divert our attention ro nmen e e ee a O 
concentrate our efforts upon gaining a better under- 
standing of general decision making theory and now it 
relates to the budgetary process. éfraim Turban aia 
Jack Meredith define ‘decision making' as follows [Ref. 
Dr MM NIE 

Decision making is a process DULWUDICSnEOUC ህር... 
between two or more available alternative courses of 
action for the purpose of attaining a goal. 

When comparing tne Getinivtionsme: 3 ቸን and 
‘decision making', as previous IDE COMES 
obviously clear that tne objective of each is Lo pue 
a plan or a course among alternatives tO achieve an 
organization's goals. Decision makinz is, CLOSE 


integral and inseparable part of tne lbudcevcimnocM uS 
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Andreas 15, therefore, nothing more than a specialized 


eyes not. decision making. 


Decision making may be viewed from basically two 


Denspeogbiwes: 


decision making under normal circumstances 
decision making under stress or crisis 


Decision making under normal circumstances is 


eoubprondased of the following steps: 


ነ i 


defining tne problem 

searening for alternative courses of action 
evaluating tne alternatives 

selecting one alternative 

implementation of the alternative 
evaluation (later) of tae alternative. 


when viewed in the context of budgeting, the steps 


to decision making under normal circumstances can oe 


tacught of in the following manner: 


Defining the problem, to the budgeteer, means 
obtaining an understanding of the relative impor- 
tance of tne various items in the budget to the 
other elements contained in the budget. 


Searching for alternative courses of action irvolves 
the formulation of different resource allocation 
peepeosdls ror consideration: 


Evaluating the alternatives means determining the 
advantages and disadvantages of eacn resource 
allocation proposal and their impact upon the 
other activities performed oy the agency. 


Selecting an alternative implies an attempt to 

choose the 'best' course of action which, in budget 
terms, often means choosing that alternative with tne 
least disadvantages. 
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- Implementation of the alternative means enacting the 
resource allocation proposal, ES 
part. of tne Mormal ሀከ. ክብ... 

- Evaluating (later) the alternative requires tne 
comparison of actual results tor effects ODtaTHed 
by the cnosen alternative against the desired or 
planned results: 

The decision making process mien al 
circumstances above yields the best results only when 
applied to a Single Situavionmor=vmeolrem at acne, 
Under normal circumstances, if the decision maxer 
encounters several problems, they sunould Se viewed 
simply as a series of individual proclems and solved by 
applying the steps outlined above in a sequential manner. 

The steps to decision making under normal circun- 
stances establishes tne framework for understanding the 
decision making process. uch of the oudgetary decision 
making, However,  ዐርሮርሁሮ።ን.ሎሌ፡ክውሎብ ዜዘ[፡ያ ዳች ሽ ፡ ሽይዉችጅጆኞጫቹዎእሕእቹዬዜ፡ olvochecos, 
thereby making it encunmoent upon tne budgeteer to 
recognize and understand stress Sarm ae ሼ ስ ር 
budgetary proceso 

The negative impact of Stres ያ. .ሮሁ1.1፡ Upon ከዓ 
decision making process is easily observed and evidenced 
by the follouing characteris tie 

- outcome is uncertain 

- Simultaneous multiple problems 

- changing goals or objectives 


- change in organizational structure 
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- change in lines of communication 
22snort wwime conseraints 

- inereased workload 
-2cmcemorsanxlewy fear or panic: 

The ultimate result of stress is that the decision 
Meer is placed into an uncomftorvable state"of disSequz- 
librium. Once placed in this situation the decision 
Maker attempts to regain a natural state of equilibrium 
in which he is more comfortable. James Cribbin describes 
Hals a diustnentiprocess as follows Ref. 7:pp. 204-205]: 

ongoing behavior is blocked 


manager is placed into a state 
of disequilibrium 


various ways' to overcome tne thwarting 
Situation are tried 


tension-reducing response is discovered 


/ 


adaptive benavior maladaptive behavior 
resolves disequilibrium short term reduction 


and need satisfaction, but 
MO lasting Solution 
።) A ቢሱ.ጵ.ጵጅንሺ cCiCmoenday women. Ci a decision 
al erko adopt inan effort to rezal a state of 
equilibrium may take tne form of either adaptive or 
maladaptive behavior. Adaptive behavior, in the budzet- 


o a consists Of the Dudseteer seeking 
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out tne latest and most accurate iniormepion froemeall 
available sources (superiors, field activities, peers, 
etc.) to reestablish an updated data base from whicn to 
predicate new decisions. James Cribbin describes tne 
forms which maladaptive behavior may take as follows 
[ Ref. outanp 20M 

- recourse to aggression 

- withdrawal (from people or problens) 

- deception (to save face and maintain respect). 

It becomes obviously clear that the appropriate 
course of behavior which a budgeteer should adopt is 
along tne lines of adaptive benavior, from wnich long 
lasting and more permanent solutions may be realized, 
versus maladaptive behavior whicn yields only short 
liveduarel uem pon cine crisis situation. 

Highlighted witnin this chapter have been tne 
following major concepts; a Düuunccte se »DSNmo5e a 
specialized decision maxing, a budget is principally a 
management tool and much more than a mere accounting 
device, and tne budgeting process is greatly influenced 
by policy established by Ni Nerman UU e 

In the next chapter we will examine; the external 
and internal organizational relationships: of iento no- 
troller of the Navy (NAVCOMPT), the funetions performed 


by NAVCOMPT in Suppomt of the overall Navy organiza Ons 
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emem ene responsibilities fulfilled oy the sub-units 


wiccan wAVCONMPT. 


ab 





Before we approach the Navy Budget Office (NBO) 
itself, we should first galin "Someter Sano IS 
responsibilities andmonganizatvon oi tnie የ ፓ ከእኤ>ከያጀጃህ፡ ጌ ጌቴታምጵጃማሜ፡ምጮችቕሌፄቁፊፍጭሔጭጫሎ፡ዊ. 
the Navy (NAVCOHPT). This chapter outlines the followinz 
issues and topics peculiar to NAVCOMPT; the external and 
internal organizational relationships of NAVCOHPT, the 
functions performed by NAVCOMPT in support of the 
overall Javy organization, and the responsibilities 
fulfilled by tne sUbepnits witli AVCCurT. 

The Assistant Secretary of tie Navy ር ከከ ከከ. | 
Manazement, ጳ5-ቭ(፻!1)ን ፲15 additionally assigned the 
responsibility sof fultila@gins ta@endurvies asmane Comptrol- 
ler of the Havy. It should De noted tnat cne position 
of ASNCFM) is an internal. Department of the Navy (DOH) 
organizational prerogative of the Secretary of tne Navy 
(SECNAV), while the position of the Comptroller 
(NAVCOMPT) is required by Congressional statute. 

Tne Office of the Comptroller of the Navy was 
established by SECNAV on 1 June 1950 in accordance with 
tne provisions of Title -IV of tne National secures 
Amendments of 1949. Since its inception, the broad 
mission assigned to NAVCOMPT has been to establish and 
implement principles, policies, procedures andes, cen. 
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whien would ensure the effective control over all 
financial matters within the DON. Table One depicts tne 
external organizational relationship between the Conzrz- 


troller of the Navy and tne overall Department of tne 


Wavy structure. 


TABLE OVS 


ቦቢ ቢክ: | OS "DESENSE DAI EZA LIO NAL 
RUC TURE 1.1.1.1). 


SO ከከ ከዚ 





DA UT: SECRETARIOS DE PENSE 


SEP iCe Ora 


SERE Tan OF 
DISSE SD) 





SECADO? Due JEU 

















ASS LO TAND SECRETARY CHIEF OF NAVAL 
ከጠ ኮ፣ NAVY, FINANCIAL | [OPERATIONS (CNO) 
ከ 1111 CASN,FA) 


COMMANDANT 
ከ41 MAK 1h) 2 
ከ ጋ (11) 


— 
^5 
i 





Pepe ROLLER Or THE 
paw CURVCOBPT) 


As tne fiscal/financial arm of SZCHAV, tne Comp- 
troller was delegated responsibility for performing tne 


 ፣.1.1| 12 1180100052 | 51, 0:05, 1-1]: 


eu 


~ budgeting 

= accOuMmer ta 

-~ bprogress/statistical reporting 

~ internaäl auditing 

-~ management information systems 

- financial assistance to deveneerconeracton. 

- administrative organization structure and manazeri- 
al procedures related to such responsibilities 
Within the DON, 

As one can quickly gather, the Comptroller wis, 
indeed, responsible for all financially related matters 
within the Department of the Navy (DON). Tne Budget 
Guidance Manual (NAVCOHMPTINST 7102.24) states, "Tnat the 
budget ftimetions of the Conperomler or the wiawSoccur 
during all pnases of the budget cycle, including formula- 
LION, Dpresentation,.and execution. 

The Comptroller of the davy is aessiieeed 18 1111131112 
nis financial responsibilities by ythe Tomei ne SUNDS 
units whose organizational relationship to RAVCOMPT is 
depicted in Table Two below: 

- Deputy Comptroller 

- Assistant Comptroller, Financial Wanagement Systems 


- Director of Budget and Reports (IICB). 


TABLE WO 


ACORT ROLLER OF TENA ORGANIZATIONAL 
STRUCTURE (SIMPLIFIED) 
(Ref. 9:pp. 1-41] 


Ono OE NAVY 


ከ ከ ከኤ ጤ መ ከ | 1 ፦!፡ህፆ!። tHE NAVY 









DIRECTOR, 
OFFICE OF BUDGET 
AHD REPORTS (NCB) 


RSSILS TAJT COMPTRO[DLLR, 
FINAHCIAL HANAGEIIENT 
STEPS 





DEPUTY COMPTROLLER. The Deputy Comptroller provides 
assistance, as directed, to NAVCOMPT and in the absence 
@emene COmerroller, functions innis benalf. Specific 
Gemly duties of the Deputy Comptroller include the 
supervision and management of the Office of the Comptrol- 
ler of the Navy and related field activities. 

ASSISTANT COMPTROLLER, FINANCIAL MANAGEMENT SYSTEMS. 
Tae Assistant Comptroller of Financial Hanagement 
e ens provides assistance to the Conptroller by 
fornulating: policies and procedures to begutilized gun 
the implementation of financial management systems which 
puelccasnuned to improve the effectiveness and efficiency 
ታከይቢን ል ልያየያየይ፡ ከይር ም ሽምን ን clirorts throvphout tae DON. Other 
selected functions performed by the Assistant Comptroller 
of Financial Hanagement Systems on behalf of NAVCOMPT 


are listed as follows [Ref. Japp: 1.43-45]: 


E) 


-~ evaluates and approves financial management systems 
for botn appropriated and nonappropriated funds 
throughout tne DOI 

- maintains tne DON Five Year Defense Program 

- oversees the DON Internal Review Prosram 

- appraises the effectiveness of new and existing 
DON financial management systems; identifies adverse 
conditions cand recomnmmendsaMcopbcecrpavcscbion fon 
financial management problems throughout tne DON. 
Tne above list of selected functions performed by 

the Assistant Comptroller of Financial Management 
Systems is by no means a complete listing and the reader 
is referred to the NAVCOHPT ያስ እል O LS IC Si eee 
more complete listing. 

DIRECTOR OF BUDGET AND REPORTS. The preponderance 
of the budgeting responsibdilities (at the secretarial 
level) assigned to NAVCOMPT are performed by tne Office 
of Budget and Reports (OBR), which is supervised by the 
Director of Budget and Reports (WEB) Une ንስ ንን S 
a list of selected functions assiened PowrHe Director so, 
Budzet and Reports (NCB) [Ret voor II 

- acts as the princibdal polntwot seontacc for outside 
agencies and other military department budget 
offices in all DON budgetary matters 

- establisnes the general principles, policies and 
procedures wnich govern the preparation, presenta- 
tion and administration om trebol budeet 

- establisnes the approbdbriation structure which 
orovides the framework for the preparation and 
subsequent justification of the Navy budget 

- directs the analysis and review of budget estimates 


of the DOM and the presentation of the budget to 
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52. 5. “1.6.5! Defense sS ር ርን ከርበ Officerct 
rlanagement and Budget (OMB) and the Congress 


- exercises fiduciary control at tne DON level 


- issues policies and guidance on reprogramming of 
approved funds. 


The above list of selected functions performed by 
tne Director of Budget and Reports (NCB) is by no means 
a complete listing and the reader is referred to the 
NAVCOMPT Manual, Volume One for a more complete listing. 

ከ ከ ብ. ፣፡ቋታ፡፡.።፡፣” ” ከ ስሰ”. ስጠ” ሪጋ] ዜዴ. or the Secretary of the 
Navy (SECNAV) as the supervisor of the Cffice of Budget 
and Reports (OBR), the Director of Budget and Reports 
Glee functions in a dual capacity (dual hatted) to tne 
Mime haval Operations (CHO) as tne Director of the 
Fiscal Management Division (OP-92). Table Three outlines 
tne relationsnip of OP-92 witnin the overall CilO organi- 


ZeaEronal structure. 


BEI 


TASLE THREES 


"OFFICE OF*TIE CHIEF OF ANAIS. RATAS 
ORGAHIZATIOHAL STRUCTURE (SIMPLIFIED)" 
[Ref O: O EMI 


CHIEF OF NAVAL ከከከ ከ.) 
OP-00 


VICE CHIEF OF mAVAL TOGRERAT IONS 
OP-09 


DIRECTOR, NAVY 
PROGRAM PLANNING 
OP-090 


DIRECTOR MEN SI 
MANAGEMENT 
OP-92 





Tne duties and responsibilities of the Director of 
the Fiscal Management Division (0P-92), within tne 
Office of the CHO, are delineated in the OPHAV Organiza- 
tional Nanual (OPNAVINST 5430.48). The overall mission 
assigned to OP-92 is the development and implementation 
of a financial management and comptrollership system to 
ensure tne effective Wanagenent commerol of funds and 
resources assigned to the Cio. Selected functions 
performed by OP-92 on behalf of the CHO are listed as 
follows | Ret. 10: PLTP STE 


- formulates the budget for the Cilio 


ETE 


- supervises the preparation, analysis and review of 
the budget estimates for the CNO 


- prepares apportionment requests for the CNO and 
aiOocates funds as ¡appropriate 


- reviews rates of oblization and expenditure of 
appropriated funds and exercises budget control 
for ctHosemappropriationswassigned to the CNO 


meee as tne primary DOint of contact for the CNO's 
financial management program 


De ctions as tne CHOMs liais@m with the various 
Congressional Appropriation Committees 


Pecdete aS Une=responsible officer for the appropria- 
ewon accounts assigned to the CHO., 


Tre above list of selected functions performed by 
tne Director of Budget and Reports (NCB) in tne role as 
Eno? con behalf of tne CIO, is by no means a complete 
EC and the reader is referred to the OPNAVINST 
5430.48 (Organizational Manual) for a more complete 
MS TZ + 

"rhe responsibilities assigned to tne Comptroller 
of the Navy (outlined earlier in this chapter), it is 
ከ ከር '‘oudzeting' function and the associated decision 
ከ | process that the remainder of this paper will 
moerS ilS attention. [በር activities performed by 
NAVCOHPT during the DON budgeting process can be subdi- 
vided into three basic phases; formulation (including 
zuidance and budget review), presentation and execution. 

Let us now ezamine the first phase of the DON budzet 


process, that Of formulation. 
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FORMULATION. Tne Comptroller is responsible for 
establishing departmentewide policies and procedures to 
be utilized within the DON “during Ghesbudzer aor iularicn 
process. Preceding the formal budget formulation 
process, NAVCOMPT provides asstevanecmro Ges Uiier sen 
Naval Operations (CHO) and the Commandant of the tiarine 
Corps (CHC) in the preparation of the DON Program 
Objectives tiemorandum (POH). The POM items will later 
formulate the basis from wnich the DON budget will be 
prepared. 

The Office of Budget and Reports (0BR), omWoendalí of 
tne Comptroller, provides "Subs o ጠሰስ.፡ ይስ ። ።ርነ Technical 
direction applicable to all phases of the bdudzet formuia- 
tion process. Tne budget Surdance promulgated by “tre 
Office of Budget and Meport (OBRAS Composite of wie 
requirements from several sources; the Office of iianage- 
ment and Budget (043) circulars, policy guidance from 
the Secretary of Defense (OSD) and the Secretary of the 
Navy (SECNAV), and various other directions received 
fromthe Congress. 

An important aspect of the budget formulation 
process is the 'budset review! sconduecged by Tne ODR TOT 
behalf of the Comptroller, of the budget estimates 
submitted by the various Ccommands=cnrouZzaeut the Jae 
The OBR reviews the budget estimates to ensure that they 


reflect SECMAV's policy decisions. After the budget 
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estimates are reviewed, the OBR prepares the formal DO! 
budget for-—submission to the SECDEF for OSD review. The 
review of the DOW budget by OSD is conducted in conjunc- 
tion with OBR staff analysts. Tne OBR budget personnel 
subsequently provide guidance to the various DON compo- 
nenes for the preparation of ኮፎር1 8885 to the proposed 
D5p»eudzet decisions. 

PRESENTATION. After its approval by SECHAV, the 
Comptroller presents the DON budget estimates to the 
959, as indicated above, and OHB. The Comptroller is 
responsible, after the President's budget is submitted 
pomMeonsress, for presenting the DON portion of that 
budget before the various appropriation committees (HAC 
auc) and for providing any additional information 
requested by Congress on all DON oudgetary and financial 
matters. 

EXECUTION. Once Congress has approved tne Presi- 
mus 5oudressethe Comptroller reviews apportionment 
requests from the various DON commands and prepares an 
apportionment pian for submission and approval by OS 
via OSD. The apportionment requests are reviewed by O13 
and OSD examiners wno schedule apportionment nearings as 
required. iJAVCOMPT staff members and cognizant program 
ፆ »ኤቢኤ.፡ቭ፡ ያሇፆኘን)ቭ)፡ ን ፕ ት 1ሮ1 3,665 in the hearings. Arver Ob 
reviews and approves the apportionment plan, the Compt- 


roller allocates tne apportioned funds to the respective 
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responsible offices ames thereaiverm™ centinucusly 
reviews their budget execution performance against tne 
approved budzet plan. If the budzet execution perfor- 
mance review yields a deviation from tne budget plan, 
NAVCOMPT implements appropriate budget readjustments 
through mevised allocations to tne responsibie Ort iceam 
Table Four depicts the overall apportionment and alloca- 
tion process applicable to the Department of the Navy 
(DON). The apportionment and allocation process is 
designed to prevent the occurrence of funding deficien- 
cies or excesses, especially in the annual accounts, 
through the control of the Quarterly sooligaci onal 60ክ)፣ ስንን ከ 
Highlighted within this chapter nave been the 
followings central issues ana concepts: tne Comptine icn 
of the Navy (NAVCOMPT), acting on benalf of the Secre- 
tary of the Navy (SECHUAV). 18 responsible Tor alt 
financially related matters (inelougin2 Dude ccin coin 
the Department of the Navy (DON) ue Director tor 5 uds 
and Reports (NCB), achine on ochal to minor 
responsible for the control, formulation, presentation 
and execution of the overall DON budget; the Director of 
Budget and Reports (HCB8) functions additionally in a 
dual reporting capacity as@thaes Director meee ene PES ንን 
Management Division (OP-92); the functions performed by 
NCB/OP-92, on behalf of the SECNAV, are performed under 


the auspices.of NCS and thesfunctions performed by 
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| . ]ጋ፣ On benalf of the Chief of Naval “Operations 
(CHO), are performed under the auspices of OP-92; and 
that tne lines of responsibilities between NCB and OP-92 
often overlap and occur simultaneously. 

mithin the next chapter we will investigate tne 
meet ial Organization of tne Office of Budget and 
Nepas (032), tne responsibilities of the various 
Te writuarn the OBR, che dual reporting responsibiii- 
Aec ton tne Director of the Office of Budget and Reports 
(NCB)/Director of Fiscal Management Division (0P-92) and 
the decision making processes within the Javy- Budzet 


Price (IBO). 
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IV. TEE OFFICE OF BUDGET AND REPORTS 


in this chapter, we will explore the following issues 
concepts pertinent t9 tae 1peratlons.of the Office of 
Endgsct-and Keports (OBR): tne internal organization of 
” 6. ሮጋሜጌ oi Budget and Reports (OBR); how tne structure 
"IN -r up and how 1t interacts win its parts: an 
overview of tne decision maxing process from the perspec- 
tive of the Office of Budget and Reports (OBR) is 
discussed and sectional responsibilities are listed and 
memogea to this process; and finally tne coordinated 
responsibilities performed under the auspices of the 
Deeeeewor ot 3udset and Reports (iICB) and the Director of 
the Fiscal Management Division (OP-92) are ሸሽ ችንን 

Tae orientation of tnis chapter is toward the review 
፣ ከ 1! ር1ህፎ guidance and tecnnical direction provided 
by the OBR during the Department of the Havy (DON) 
Ouieeetary cycle. 

The Director of Budget and Reports (NCB) is responsi- 
ble for tne internal management (at tne secretarial 
level) of the overall DOIL budget... This position, as 
described in Chapter Three, is a dual reporting (dual- 
hatted) responsibility, the other role being tnat of tne 
Director of Fiscal Management Division (0P-92) wnich is, 
ህሮ the budzet execution arm of the Chief of 


E 


Naval Operations (CNO). While serving as the budget 
officer, on behalf of the Secretary of the Navy (SECNAV), 
he is function Ge and while serving as the budget 
execution officer; on behalf of the CNO, he is function- 
ing as OP-92. Table Five depicts the organizational 


relationship between NCB and OP-92. 


TABLE FIVE 
"NCB/OP-92 ORGANIZATIONAL RELATIONSHIP" 


SECNAV | CNO 









ASN(FM)/NAVCOMPT 





[ OP-09 






| NCB/OP-92 
[OP=91 | 


The budget management process is most easily divided 
at this point to obtain a better understanding of the 
budgetary decision making process. First, it must be 
realized tnat the dual role (NCB/OP-92) makes the budget 
management relationships complex in that, as NCB, the 
budget management is that of a secretarial level review 
which encompasses all budgetary matters within the 
Department of tne Navy and the Department of the Marine 
Corps. Such a budgetary relationship results, inherent- 


ly, in an overlapping and simultaneous performance of 
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Dudcspascesoonsibilities,oon behelf-oof the SECNAV and 
CHO, by HCB/OP-92, It is upon tne policy and substantive 
review (secretarial level review) performed by CB, on 
Pont con ¿ne SECIAY, that the remainder of this paper 
Will devote its attention. 

Á substantial portion of the budget 'formulation! 
phase of the DON budzet cycle involves a review by NCB 
pu ኑር ን ?፣ ንዓ ርከ ከወጋር1 1111 ተቆ ርር. ርመ0113ርር=.66 Ine 
oudget estimates reflect a statement of managerial 
objectives and priorities, as determined by the various 
Suomitting offices.  ;lC3 reviews the submitted budzect 
estimates to determine where and to wnat extent these 
bpbENSCtivesvand priorities can be incorporated intc tne 
overall DO! budget. Of primary importance is the 
determination DY NCB- of a program's 'executability'. 
Virtually all of the Javy Budget Office (NBO) personnel 
interviewed during tne course of this study emphasized 
tne importance of a program's financial executability 
munus ene review of the submitted budget estimates, 
particularly prior to the secretarial level review. 
Bxecutability may mean different things to different 
people. Here, the term executadility means tnat tne 
orozram (whichever it may be) can be executed or carriec 
out as planned during tne budget year. Fixed and cost 
reimbursement contracts per program are reviewed and end 


1... ሰ phasing is determena tombe achievable or 


ሑ 1 


infeasible. To determine executability, a prormams 
prior and current year budget execution weer! onan: 
reviewed along witaà tne lead time requirements for th 
production or support oft end 1ር)[ ሮሆ. ሆር. ባክ ። ስሮ 
program schedule timing. ¡ne prelirimery determinaron 
of a program's executability is Unhe™ress@omslbll1c, oF 
tne submitting office. However, a Carer orev ስ ን መ ን፡ ንን) 
analysts is required to identity potential funding 
excesses (wnich could be redirected into funding for 
otner programs such as those identified as ‘unfunded 
requirements!) and deficiencies (which would later 
require supplemental funding). 

Tne collaticn and synthesis ortie ህጋ በን ስ ኤጅ. ክክ 
offices! budget estimates into an overall DO! oud5et 
plan for submission to tne Secretary of Defense is 
performed by tne different divisions within tne Office 
of Budget and Reports (OBR). A description of the 
divisions witnin the OBR and them metia IO 
perform is outlined below. Table Six depicts the 
internal organizational relacioUusHUuDs COUP hes mU 
በ1ህ17510ሀ፡ን7ህ9፡1581ስ ህህ.) ር 

Three divisions (NCS=15) NGB=2 and GiCs—o) a2 Can 
tne OBR, corprise the 'Budget Review Divisions! whicn 
are primarily responsible for making the preliminary 
resource allocation (budgetary) decisions. The Budget 


Guidance Manual (NAVCOMPTINST 7192.2A) states that, 
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These offices are also responsible for preparing or 
clearing budget material provided toC Onaren 
support of DOM appropriations; mM aer a MENU S 
budget justification materica mE cuemUcS erase ames 
of hearings, answers to questa nara DO 
supporting tantes. 


Budget personnel from the Budget Review Divisions are 


additionally assuienmed the responsibilities of atiroodin: 


the various Congressional committee hearings Ink he role 


OF 


supporting witnesses. Table Seven below depicts tne 


amount of” funding controlled Torm Nemo 


TABL ERIN 


"OFFICE OF BUDGET AD REPORTS TEU IDAE E a 
Fiscal Year 1985 - Budget Autnority (Hillions) 


gebe (1) NCB=2 (1) 
HPN 15,701 APN 10,987 
HRMC 1,945 WPN 4,354 
RPN 27 5ርዘ 11,535 
፪፻ ዘር 270 OPH 5,342 
OMN 25,163 PMC 1,316 
OMMC 1,640 RDTE 95 199 
OMER 829 MCN 1,535 
OMMCR 29 MEIR 21 
NSF DENT FHN/MC 550 
MSF 35 
IIF t533 haaa ሠ 
ACIE 192 = 
Total 51,425. 45,496 
Percentage 59.7% 89. 3 
lotes: (1) Includes Civilian Manpower figures 
(NC3B-6) 


(2) Based upon Total Obligation figures 


primary departments within the 'Budget Review Divisions', 


that of the "Operations DiNi Slon EES) and=@=ede 


' Investment and Development Division’! (NCB-2). 
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In summary, the 'Budget Review Divisions! determine, 
witnin the guidelines of control at their level, now 
finalized and scarce resources are allocated within tne 
Department of the Navy (DON). 

 ጁኤሔጧዎ ምርም ን ብ በ divisions QUEB-SOHCB-5, and NCBG) 

” ቢ፡...›፣.ሇፐ “ብ ቦዮ 1015 staff and support functions, in support 
of tne overall DON budgetary process. These staff 
e POortl tunmebions include, but are not limited to, 
tne following: 

- controls of tne DON budgetary process 

MU Ssuesmproczrammatic policy"and budgetary guidance 


- initiates the DON budget cycle through their issuance 
uds 'oudzer call! 


= issues budget schedules and formats od preparation 
of the DON budget estimates 


- resolves appropriation conflicts between the various 
OBR divisions 


- maintains tne DON appropriation structure 


SiS Urresti ae reflection of audit findinss into tne 
overall DON budget 


- creates applicable budgetary finding documents and 
financial reports 


ን፡፡ሜ፡ሜ፡እንሜጮምጮው. 1.3.3.0. 17/7) ህሰ፡ሮር ኒኒ ጋ፣ሃ related Statistical’ data. 


NCB-1: OPERATIONS DIVISION. As tne 'Cperations 
Dev sion’', NCEB=1 is responsible for the budget formula= 
tion of tne militery personnel and operations/maintenance 


eO CS witain tne DOW. The Uperations Division is 
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responsible for the ክበ ርርሼኔ ም ን ።ክንጋን ጋ ን›ያ ስ)[..6ስ። ስ ንሜንስንስክስክስ on Cie. 


following appropriate” accounts MA E 


|| ፻.! መሙ መመ መ መሙ Military Personnel, Wavy 

MPMC----- “Military Personnel Wearwnee Corps 

RPN------ Reserve Personnel, Wavy 

RPMC----- Reserve Personnel, Marine Corps 

OM ll mo o a o o Operations and Maintenance, Navy 

OMMCc----- Operations and Maintenance, Marine Corps 

1111. መመመ መመ Operaticns and Maintenance, Navy Reserve 

OMMCRe--- Operations and Maintenance, tiarine Corps 
Reserve 

NSF------ Navy Stock Fund 

COS" መመሙሙሙ Marine Corps Stocks sume 

11ኛ መመመ Navy Industrial Fund 

NC IF --ሙ መ Marine Corps lndustrisd und 


idarkups are influenced and changed, not only by 
cognizant personnel within the var mi Tdivisions MES 
also, by tne Program Decision Memorandums (PDH) adjust- 
ments, Congressional acvions or CON resSSiona M edo oss 
Chief of Naval Operations/Conmandant of tne Marine Corps 
or Secretary of the Navy. Very often the new pricing 
suidance changes become common interdictions at this 
ሀር. 

NCB-2: INVESTMENT AND DEVELOPMENT DECISION. As tne 
'Investment and Development Division', HC3-2 is responsi- 


ble for the budget formulation of the long term DON 
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invesivmvent amd development effortss The Investment and 
Development Division is responsible for the budget 
nistracion of the following"appropriation accounts 


%፣ ብ. 11፡90. 1መ]2]: 


APi------ Aircraft Procurement, Navy 

SCN------ Shipbuilding & Conversion, Navy 

Vw Pie----- Neapons Procurement, Navy 

OPH------ Otaer Procurement, ilavy 

21 መመመመመመ Procurement, Marine Corps 

RDT&E---- Researcn, Development, Test and Evaluation 
11 1መመመ መመመ military Construction; wavy 

¡CN Perreo Military Construction, Navy Reserve 
FH,N/AMHC-- Fanily Housing, Wavy & Harine Corps 


This division conducts a prevonderence of its 
manae, ollon úp actions, reviens and responsibilities, 
in essentially, the same manner as ilC3-1, as described 
ጋ ከ ን» ን ea als well as NC3-1, assists the SECHAV in 
tae justification of various budget inputs and their 
subsequent markups before Congressional committees, the 
Cab”, ag@eune Cie, as it Ts found necessary. Specific 
data tnat is requested by Congress is also prepared by 
Nc  ንህቭ . ሪም Examples; such as, specifically 
Some  ርችሮም ን ህጋ! acquisition are most prominent and any 
time tnat Congress would require more data, these 


ከ ከከ ን ጋስርዕጋን።ቭ.ንጋ ብ።.ኘ፣.።፡ በ ጩ 16 preparation of such data. A 
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greater tendency (particularly by NG@B=2) ASILO cOn 
examinations for "phasing" or Ghee Cig of redui m o mE 
Of OCC S and cutting Or reassi2nine sacisem seem. 
not required until tae following year. Here, unobligated 
balances, whica will be looked =a E c oM OMS DUM 
are some of those procurement anomalities which hit very 
hard at the :JCB-2 division and make the monetary distri- 
oution more difficult to Justice esposo e 
CONIL reco 

NCB-3: FINANCIAL CONTROL DIVISION. As defined ir 
the Budget Guidance Manual (NAVCOMPTINST 7102.24), this 
division administers the Ui inane anal eontro SU SIE 
procedures Tor the apportionment and subsequent alloca- 
tion of funds and resources, and the reprogramming 
process". Heren the creation sof ee demanding sdoeuments is 
performed and tne financial reports are prepared. 
General Accounting Office reviews, surveys and reports 
are coordinated by tnis division. The enhancement of 
available resources by the ‘correctness! of controls and 
the proper application of these vceoenmececwecontrois is 
managed carefully in this divisor. 

NCB=4. It saouid be noted taat virousn past a 
zational consolidations within NAVCOHPT and the OBR, 
this division no longer exists within the onsanmizc gs 


structure of the Office of Budget and Reports COBEBE 


NCB-5: BUDGET AND MANAGEMENT POLICY AND PROCEDURES 
DIVISION. Tne divisional responsibilities and authority 
oi NC3-5 are inore widely dispersed and oriented toward 
dalncaining a 'DL® pirecture’ perspective than tne other 
ds TOS Wenn tre OBR After, and often durinz, tre 
Melaeet review process, conflicting issues concerning 
appropriaticn related matters often surface wnicn 
individual divisions within tne OBR can not resolve. 
Such conflicts often involve tne determination and 
Tove same mee ot POLICIES pertaining to rundins responsi- 
Dmieweres Guha witnin tne DON 1365701865 to pay for it). 
NC3-5 makes a determination of the appropriate lines of 
PS ora na 1ssues resolutions to such conflict 
situations. 

ln the invernal DON DWasetine process, the 
pesce ocNM NeoNPPansiter funding respons1b111ty from one 
UTER to another occasionally occurs.  HC3-5 
analysts are responsible for reviewing such issues and 
በሪ)! ከ የር“ ከ11! 11.1(/1ጋጪ regarding "appropriation policy' 
/ሀ,. ን ኔዴያሇ ሇፕ ስ ሱስ እሺ ሺኑፕኾ›0›እምሙ7 0 ፒ0ህ ወዊ።ገርዕጋሀበሪ experiencing difficulty resolving 
SUOn COn NETS. 

The development and administration of Navy audit 
manasement procedures, pertaining to the budgetinz 
runction, as well as their evaluation of and tneir 
financial impact upon the Department of the Navy (DON) 


budget are controlled by NCB-5. This may be 
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enaracterized by "nat you can spend" and "iho is 
responsible for spending it".  HCB-5 creates some of the 
round. rules hor. budsetoornlulatIonk ጻር ual advise 
the Budget Review Divisions by Suggesting marks which are 
cased on audit reports wnicn are originated by three 
bas leWereantzativonce 

- Government Accounting Office (GAO) 

- Department of Defense (DOD) 

- Department of the Navy (DON). 

Tne importance of tnis iS tnat it zives the various 
analysts in the appropriate divisional structures a “ood 
feeling for as well as tne fuel for making early, 
correct, and organized decisions for tne preparation of 
the information in their respective areas. 

The recommendations contained in various audit 
reports are often overlooked by the submitting offices 
and, consequently, are closely examined by NC3B-5 ana- 
lysts. Audit report findings are required to be re- 
flected in the budget estimates proposed oy tne subnit- 
ር:1.8ከ5.,,0.፲1ር65...:5..0660. 211110 ጊጊ  ቄ...ፎር፡ርሎኬኬ፡እከ ፡ ር ጨጨ. 
forme-of an exnibDit which is eumsmed Jnto the system 
This statement of audit savings is passed to NC3-5 
immediately and then used in the formulation of the DOI 
budget. 

NCB-6: CIVILIAN MANPOWER DIVISION. The 'Civilian 


ን 


Manpower ሀህ13ህ35108 "7 0ሮ51.011ሀ(ህ፡፡1ጤሜ፡፡ 9.1 ፡ብ.፣፣ ያ ያከከ.) 
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same pasic funcions as *CEB=-1 and NC3=2 sexcept that this 
CUNAS Tons) responsible for asalifierent area of budget 
management within the Office of Budget and Reports (OBR). 

Tne Civilian Wanpower Division prepares the mark up 
and final ህህር፳ፍው5 estimates for civilian manpower tnrough- 
out tne DON, This centralized budget decision making 
capability is required because civilian manpower crosses 
many lines of control (civilians are in all facets of 
the DON).  NCB-6 is responsible for the inclusion of the 
civilian budget estimates into the overall DON budzet 
and for the subsequent justification of these estimates 
before tne Office of the Secretary of Defense (CSD), tne 
Office of Management and Budget (O!B) and Congress, muen 
the same as the justifications presented by JCB-1 anc 
uunc oon thein respective -appropriation accounts. 

NCBG: BUDGET EVALUATION GROUP. This division 
 ጅዴኤጂኤሔኤጂሌጂጆጅዎምቹእቹቕ  ጂ.ሓ. ፡፡፡ን፣7 ርር ባብ11ገባሮር reaction! choke point for the 
internal management of crisis (snort fused) budgetary 
ከሆከቢጊፕቢህ ከስ ሳዕ. ር OBR). Tnhissterisis coordination! is 
reo ed Cto ensure the timely collation and synthesis of 
2141 DON budget issues whien require quick response and 
e olu on aO properly accomplish talis immense task 
CBS is assigned the responsibility for the DO budget 
zuidance and control.  idCBG evaluates the effectiveness 
of the budgetary controls, witnin tne Department of the 


Navy (DON), and is responsible for coordinating budgetary 


5 


decisions made by Office of tne Secretary of Defense 


sudgsetinzg schedules and fOrmats are est-ollsHued oF 
guidance and control, and proper operation is overseen 
as closely aS time ርዕ 1ከ= :!310ነ.:.. ጤሌ፡፡.ኸዕ ሰ UPC 
numbers (final) are maintained for borcan DOM anpropri a— 
tions and individual appropriations. Because tae volune 
or information is cyclical and time .criticeleace.o. ao 
massive in its quantity, a valuaple intoa ee cM 
automatic data processing system (ADP) is also coordi- 
nated oy HNCSS. Tais division c Oee roro e 
process to ensure ~the timely Union Oo e IS A 
and táe tracking of the varrfousmalue pps TONS 
necessary. 

ACBG is the office thav puvsmoue ee maou 7 NEC ከክ 
to the major claithantsS (51110በ.ቄ..1 ከ 19/11 aa 
scnedules tne requirement dates for responses from those 
SUDILILEG IM SCuLV I © tom. 

The budgetary decision making process continually 
overlaps and cuts across divisional lines of responsibil- 
ity within the OBR. Mis is res onr o eN Or E eCe OOL E 
nation of the overall budce. ineme ን እጀ ን es of vne venus 
QGivisions of the 08kR,  3udgel coordimeaction Oye ee 
essential to tne development of a 'consistent' budget 
plan because of tne decentralized ር Te Tar ው ው: ] 


making process utilized Witnin themes sinew gence 


D 


Suelo ርር movement requires sensitive coordination 
oy HCBG and it is nere tnat one may observe tne earliest 
parts Of see Do Oe budzet structure formulated and 
synthesized. 

Congress requires that the Department of Defense 
(DOD) budget, of which the DON budget is a subset, be 
eo eend according to appropriation accounts.: NC3G is 
Eon oen orn manazinz the appropriation structure 
Wien the DON, 

Mena ከበጋ ከ መከነጋ! Sstructurpemwithin tne OSk, taat 
has been presented thus far is tne one which is written, 
in the majority of usage, and well adnered to in tne 
internal management of tne budget process within the DOJ. 

Hignlighted within tnis cnapter have been the 
followings issues and concepts pertinent to the internal 
ው ንህሇፕ ያ ጅያጀጆጂደጆጅ  ንክ።ንር።”ከ ር 51፪511 making proeesses within the 


Office of Budget and Reports (OBR): the budget review 


1 


divisions (NCB-1, 2 and 6) review of the budget estimates 


tOm all tne appropriation accounts witnin tne Depertnent 
of the Navy (DOM) and the other divisions within the 
Office of Budget and Reports (HC3-3, A4CB-5 and HC2-09) 
pcc CNMCUppomPfunetions dealing wita budset control, 
pommey=etormuravlOn and reporting. 

Tais leads us into the next ehapter waere we will 
ኤ ከን ስቄትተ ቭጠ፡፡።  .፣ ክስስ makine Process within tne Office of 


Budget and Reports (03R) and the various influences 
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"hien impact üpon it. AS we Will cum DON OU 
ing chapter, tne polrvical SrUtuatqjyoNnsecu ape NT 
create will proliferate chanzes in the way 'business' is 
aone and cause constant variations in the decision rules 
used to conduct that business. The budget decision 
laleaing@ procedures to support the buleseu Struceme are 
revealed to be more flexible and Subjective at tne 
higher levels of decision makineewithim the eee rian ac 
the lower levels which principally concern tneir review 
to analysis and fact gathering or budget estimates. He 
will also examine the broad provisions of tne Balanced 
Budget and Emergency Control Act of 1995 (Gramm-Rudman- 
Hollings), its impact upon "Uae ስሮ -.ን እሱጵ. ሲጄ ጵ ፡ጂ፡ጅዜጅ፡፡፡፡፡ ባን 
(DOH) budget and its idupllcavalens iron a oud oeei Sion 


making perspective. 
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A ERES TON A RA RE IHE NAVY BUDGET 





Within tnis cnapter we will investigate from the 
perspective of the office of Budget and Reports (OBR), 
the following subjects; the major issues (from a macro 
PRIC Or vien) which directiy impact Upon budgetary 
@ecision waning Within the OSR), the political and 
technical considerations whicn influence now budset 
@ecisions are made witnin the OBR, and the budgetary 
decision making process as it exists within tne Navy 
Budget Office (HBO). 

Let us bezin by excvloring (from a macro point of 
view) some of tne broad yet basic resource allocation 
issues which directly or indirectly impact የ budget 
decisions within the Cffice of Budget and Reports(0838). 

SIX HUNDRED SHIP NAVY. One principal factor whion 
affects budget decisions within the Department of the 
Navy (DON), from a macro perspective, is the Secretary 
of the Navy's (SECHAV's) stated objective of establishing 
and maintaining a six nundred snip navy witn global 
capabilities. As has been readily admitted by a Navy 
oudzet official, tnere is 'nothing special' about the 
Naegesmadbercsrx hundred, except tndavt- 1t drives practi- 
Coley =a ን ብ ከ ከሙ ጠመመ ሰመማርፎእርኔ decisions Witdin tne DON. Along 


With this somewnat arbitrary number (six nundred) comes 
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tne associated budgeting and funding considerations: 
determining what types and amounts of additional nardware 
(ships, aircraft and related support equipment) and 
additional manpower that must be procured or supported 
in order to obtain the projected on dee ከኬ 
tne rate (schedule) at wnich such hardware can be 
“realistically expected to materialize; budgeting and 
coordinating the required fundin in concert Mc dM c 
projected production schedule; and determining the most 
efficient manner (multi year ርር 2 ርር ንን ee 
purchasinz, competitive bidding, etc.) in which to 
procure the needed hardware. To place the importance of 
the six nundred snip objective amd Tes Samdeectine 199307 
into. perspective. a Navy budzet @tiicialerel ates: 


ine six hundred ship goal drives other resource 
allocation decisions made within tne Department of the 
Navy. Once you have reacned a six hundred snip davy, 
you have to purchase approximately 20 ships and 
anywhere between 275 and 300 aircraft annually just 

to maintain tnat goal. አኀህ.ክእዚያእሺእቪሺእሺይ.፣ቨዚቪፕያያ፡8ቄ፡ሽ፡ቁንክሇ፡ዊ |! ስ. .. 
will gradually shrink the overall size of tne iJavy's 
forces., 

COMMANDER-~IN-CHIEFS! DILEMMA, Another issue wnicn 
impacts resource allocation decisions. Which the hi Do F 
levels of the budgetary decision making cnain of conmand 
within tne- Department of the Wa yaoi nus ta dins: 
pertains to the degree of centralization or decentraliza- 


tion which the DON budget decision making process should 


be allowed to possess. Recent emphasis has been placed, 
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oy some individuals witnin the federal government, upon 
decentralizing the resource allocation process and 
Pleacinew more authority ror®making budgetary decisions 
necio "ene resouree allocation chain of command. 
O ene DH tnis empnasis is rerlected by the 'CITC's 
dilerma', On the one hand, the Commander-in-Chiefs are 
the individuals who possess the most' detailed knouledge 
of the resources required to operate and meet the 
operational needs of their theaters of operations. fet, 
Mo iaa, a CINC, almost by definition, is not 
a person with tne broad picture of the overall resource 
alloca Men requirements on a departmental basis. It is 
proposed, by tne proponents of the centralized approacn 
Lomregemree = atlocatvion, that more CIHC control of oudget 
Geeomston maxing would frasment the resource sees Sion 
ስ ኤአ. ሽ ሉ ኤ»ኤጢሽ ፕ ቢን ane iLmtroduce more DOlivical Intisnting tnat has 
been experienced before. Synonymous with tne decentral- 
ized approacn to resource allocation is tne 'riceoowl 
mus Wwe9b»PineJ)oal thrust or this theory is that a 
lot of people possess the perception that money and 
power are equivalent. This basic premise can be ex- 
pressed as follows, "If ny command gets more money, My 
command is better off and tne person who gets that 
additional money is more powerful than his predecessor", 
somewhat in conjunction with the 'ricebowl theory' is 


the 'not invented here syndrome', The 'not invented 


o") 


nere syncrome' is More partisan in nature, reflecting 
the viewpoint of resource allocation decision making 
held by some budgeteers, tati ML LAO OS 
it, it obviously has to be wron: moia oo AO 
support it". Bota the | ricecow lee neeny amd eed 
invented here syndrome' are indicative of amore local- 
ized perspective of tne resource allocation process and 
tend to 'unfocus™ toe budgeting metres, reat Zeger nrc ua 
a more centralized resource allocation (budget) process. 
The issue of now mucn centralization or decentralization 
(CINC's dilemma) that the Department of tne ilavy's (DOI) 
budgetary process will be allowed to possess will 
obviously have to be addressed and resolved at only tne 
nighest levels witnin the DON resource allocation 
decision making chain "ob. comando l 

FULL VERSUS PARTIAL FUNDING. Another principal 
budget decision. malinz. Lacio. Nit) Sealed 
by budgeteers within the Navy Budget Office (i30), is 
whether to fully or partyallyoOpund.acpamtucubem DES 
or item. Tnere is increasing pressure from some members 
of Congress to have the Department of Defense (DOD) 
estimate the 'total' cot ofla pmosBau Or tea especial 
ly those within tne procurement aopRroorivaeilon accoumes: 
and to have the 'total' costs reflected in tne DOD and 
DON budget estimates. Fully funded programs project 


budget estimates in excess of that funding expected to 
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be expended during the budget year, which gives rise to 
tne perceived under utilization of resources (unooligated 
በር 06 eese umeblisated balamcees become te tauwzet 
Omar CyanOreotner. orognamneotspiei als — SUPPLI 
|.) ከበን ከ21 their prograns.  Pargial ~funding reflects 
budget estimates in tune with the level of funding which 
can realistically be expected to be expended during tne 
Peamective budzet year. The program funding for various 
peeewm@ecd assets is a 'Lliving' non=static thing which, 
Starting witn tne Concept Evaluation Phase where the 
functional baseline is created for an Operational 
heocwcement (On) om a JustiMicationañor tiajor System ew 
IS IS) is not decided until several. years into 
፣ ተያ ህህ ጨጨ. በ. !101በ፦ 19611 66%): ከ6ዉዐህህ.:ርዜፎ= 11 diary 
፣ዜ ዓሚ መውን 1131... .2 ፎር ፣ተ1፡ር ሀ ”ዕደዮ5ጠ5 60. ፎ።31 5ጠፎቪጺኒ 
puigemasces@years in advance of tneir actual production 
ENnuNNMMOcurement. As a result, flexibility to respond to 
enanses in operational requirements is reduced. Congress 
nas in a sense shifted some of the military strategy 
decision making responsibility from the Department of 
Defense (DOD) onto itself. As a Navy budget official 
Stated: 

|! ከከ ዜር“ vpertorma military strategy,and decision 

Nae ምሮ ህ.| ብ ጠርስ.11በር ጋር 4e must. take and 

separate politics from the reality of miditary 

planning. 

One can quickly see the budgeting conflict within 


whieh DOD and DOH budgeteers are caugnt. On the one 


D 


nand, there 18S iner@asing pressure Dy Cemress ce 
'fully fund". On the other hand, tmere 1s amec 

on tne part of budzeteers, to 'partially fund' in 

order to protect present Pond Vevels anc “COMTE Mató 
flexibility in the resource allocation decision making 
process., 

PREPOSITIONING OF RESOURCES. Anotner resource 
allocation (budget) decision making issue, which DOD and 
DON budgeteers must address themselves, is tne issue 
concerning the "prepositioning of resources into Toren 
theaters. Tne prepositioning of resources into potential 
future tneaters of conflict ñas TUS obvious advsMWaress 
Tne predominate advantage of "prepesiticning’ 1s tae 
tremendous cost savings wnich could be reaiized by 
transporting resources, in DuülWwN»y supsSUoudestorimm 
these resources in the 'hotspot!' tneaters versus air- 
lifting (more expensive) supplies into the 'hotspots' 
upon the advent of a future confe "Tue pP eDOS SENT 1 
of resources is not without its disadvantazes.  Sucen 
resources nave, in the past, typically proven to be 
unkept and unready for deployment when needed. Tne 
orepositioningz of resources require adequate and usually 
costly storage facilities to maintain them in an appro- 
priate condition. There is increasing pressure, by sone 
members of Congress, to require tie ቡትን um POM E cir 


the burden of providing the required Storaesedftacm es. 
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ብክ). ከጤ.ራ ራሚ ህመ ር hostecounti:ples eomply wita this 
desire of Congress, directly impacts በከ related 
budget decisions. Tne degree to which foreign countries 
fund the storage of prepositioned resources serves as a 
baseline from which DOD and DON funding requirements for 
tne prepositioning of resources is determined. Otner 
unu scubrfies encountered with tne preposition img of 
resources include the following; pilferage by our own 
forees, storage facilities are often in lesser developed 
and secure areas, therefore, making the resources 
susceptible to the effects of a black marxet (tneft) and 
to acts of terrorism.  Àn example concerns the preposi- 
cuna tor nospital medical vans! which are container- 
ዌሁ|[ህ esery ana Oattle care Stations to be used during 
tire COnilicts. Some host countries will not allow 
mie pos ሪክ? ር of such units into thelr country 
oecause of their inability to prevent pilferage and 
Piet. As a result literally tons of resources are 
Being stored in warehouses within tne continental United 
States, such as tne Naval Supply Center in Oakland, 
California.  Tne subjective (political) influences in 
tnis situation outweigh the simple objective (technical) 
considerations for making resource allocation decisions 
፡፡ሠ:08፪7|፣ oEPMe preposic:usonins of resources. Another 
@itriculcy encountered with the prepositioning of 


resources, is the fact tnat some host countries simply 


want to™diminisn tne™American presence “and@ im l@ence in 
their countrys | 

Tne decislomsr pertaining Uo- une prevos! clone mem 
resources require a 'subjective' evaluation of political 
Situations within foreign countries and an assessmene of 
wnere future theaters of conflict may occur. Tne 
consequences of this subjective evaluation is carried 
forward throughout tne entire Planning, Programming ana 
Budgeting System (PPBS) within tHe SOD and DUNT ss) one 
NBO official relates: 

Do you ouy everything and put it everywnere, or do you 
select the most probable ancasumlor fu Cue cont) clc 
preposition resources toO"LHUsSceeselecweug Dorem 
theaters. Ol connec. 

Ooviously the first alternative (buy everything and 
put it everywhere) is, on a practical basis, infeasibdie 
due to the limited resources available for Department of 
the Navy (DON) purposes. One is, tnerefore, drawn into 
coe necessity oi having to make subjective evaluations 
oi foreisn polutiost stus 

FORCE READINESS VERSUS FORCE STRUCTURE. A resource 
allocation stratesy which directi 46 4e0s sdec i silon 
making within the Navy Budget Office (NBO) concerns the 
conflict between force readiness versus force structure. 
Resource requirements for force readiness include 
funding needed to support primarily the operations 
accounts, particularly for items vniich a eer sc 
time for snips, flying time forairerdait, ndo 
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Resource requirements for force structure include tne 
funding needed to support tne investment accounts, 
Partacularly fo0r iterns wnich affect the Pocero nio 
ቢፕ. ቭፒ።ሀ፡ ወጋ ትሮኮ=11. and equipment. The bottom line nere 
is tnat because of tne limited funding available to tne 
Department of the Navy (DON), it can be spent on opera- 
ween anc eraining or on buying updated equipment. Tne 
qewmer Of senonasis (funding) that smould be placed upon 
either function depends upon your perspective and is of 
course the subject of much debate within the DOJ, 
Proponents of force readiness believe that the greatest 
emphasis should be placed upon utilizing tne equipment 
that we presently nave in our inventories and providin; 
more training time (steaming and flying hours) for the 
Jia le military manpower foree, Proponents of force 
structure foresee a need for acquiring increased tecanol- 
px ccccunbperothe foreizn naval tnreat. The determina- 
tion of the 'correct! mixture between force readiness 
and force structure, serves as a basis fron whicn 
resource allocation decisions within the Department of 
tne Navy (DOH) will be determined. 

NATO SPENDING. Otner resource allocation (budget) 
decisions witnin the Department of the Defense (DOD), is 
influenced by the types of programs and equipment funded 
6! ከከ ከሮ supporting sthesiorth Atlantic Treaty 


mocudgzotusneLO) countries in Europe. The amount and 
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conposition of programs (TtYpes Of ጠያ ን a 
requirements, etc.) devoted to NATO purposes oy the DOD 
and DOW ais, to a large extent, predteacced oy tne Oumar 
member nations within tne organization. The nations 
which comprise NATO are numerous and possess diverse 
economic and military interests and oojectives, Sucn & 
composite of Often ርጋ 14፡1..1.1ሠ).)ነ(፣(፡፣.፣  ጠ|፣.ርፕፕ፡) ንካ  ጊ.፡ S 
results in an interjection of 'politically' based 
decisions tnrouzh the entire spectrum of resource 
allocation decision making. WATO relatec resource 
allocation decisions, within vuesbDODEandsneb euge 
tae 'subjective' analysis of the political processes 
within the member nations of WATO. Tne degree to wnicn 
other member nations support (fund) the military efforts 
of NATO serves as a basis for determining DOD and DON 
HATO related program composition and subsequent funding. 

The broad (macro) factors and issues outlined above 
directly or indirectly seu. (hevervazemienr Sub eU 
budget decisions within the Department of the iavy 
(DON). Zacn has an impact upon budget decision wakinz 
at all levels within the Office of Budzet and seports 
Cie. 

Let us now examine the basic provisions of the 
Salanced Budget and Emergency Deficit Control Act of 


1985 (Gramm-Rudman-Hollings) and its impact upon the 


Department of tne Navy's (DOH) budget and its budget 
Secession makine indli cat 1 Oe. 

The Balanced Budget and Emergency Deficit Control Act 
of 1985 (Gramm-Rudman-Hollings) nas presented oudgeteers 
Within tne federal government (including the Department 
of Defense and tne Department of the ilavy) with EIE 
necessiasy of makingedefimitive budget declslonsmon.a 
broader scale than has ever been faced before. Grann- 
Rudman-Hollings (GRH) establishes as a major objective of 
cia cin tae total federal déficit by the year 1991. 
C Reres taat federal deficitMrarzet figures oe 
acnieved in accordance with the time schecule contained 


in Table zignt below. 


TL E En 


ከ ሚጢ ከ 11ጨ!1111)1ር!()1,1.1.6).6) 1 1](.1.1 
PARGET FIGURES TIME 9)CHzbUDe 
(Billion) 
ከመ T2"PP. 229 


Fiscal Year Deficit Tarzet 
1566 -171.9 
1957 -144.0 
1988 210.0 
1989 - 72.0 
1990 = Oe 
1991 Do 


To achieve the Department of the Navy's (DON) 
portion of the budget reductions required by Grarnm- 


Madman-Hol lings} the following reductions, as refiected 


05 


in Table-Ninre berow, were wederi or’ ኒርኒስርስምስ ስንስም ርሜር,፡ስ years 


Fiscal Year 1966 and prier. 





NOEPARTHENT OF THE WAVY BMDGET REDUCTIONS" 
(Millions) 


Apphopriatton Fiscal Year Fiscal Year 
Account 1986 1955 de PL aior 
Hie kes -62.H 6715 
OPERATION cma TU ANCE -1,332.7 0.0 
RIRCRAFT PROCUREMENT -547.6 -140.0 
WEAPONS PROCUREMENT -256.2 -104.4 
SHIPBUILDIJG & CONVERSTON -490.1 -570.3 
OTHER PROCUREMENT -296.0 = 105m 
PROCURE AR EEC OR E > -31.4 255 
COASTAL DE ያሽ ያሇ |] 21.5 99 
AD) ene. -493.2 -20.8 
MILCOW¿ FAMILY ROUSING -118.2 -42.1 
STOCK FIDDA xs Dig 
131ኀ1./ህዞ።.፤ 1 “ከ 1 1ህሁ (11.6. -3,722.4 =|ር 0220 


The President's Budget for Fiscal Year 19807 (in- 
cluding the Department of the Navy's budget estimates), 
as submitted to Congress, is considered tro neet che 
oojectives of obtaining a balanced budget by 1991 and, 
therefore, should mot bewsu sec meee om COs) eo 
GRH. As stated by President Reagan in the 'Budget of 
the United States Government-Fiscal Year 1907': 

. , 5, In so doing, my budzsetl meets rom texcec demana 
deficit reduction targets set out in tne Balanced 
Budget and cmergency Do icit Controla; Senmon ly 
known for its principal sponsors as Graum-audman- 
Hoi rinesi 


Opponents within the Congress, however, do not agree 


with the President's viewpoint and have recommended 


Piar adjustments (reductions) to the FY87 federal 
"1. ወሪ ስ. proposed adjustments by. Conzress upon tne 
Department of the Navy's (DON) FY87 budget estimates are 


reflected in Taole Ten below. 
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TABS A 

ME PAR TIEJT:OF THES NAVY CONGRESSIONAL 

ሺ ኔን “መ ለ111 ርህ 6. = FISCAL YEAR 1967" 
Billions = (Nowe 1) 


Appropriation President's Congress Proposed 
pee ount pudset BONS Aporopriacion 
Military 
personnel 
Navy PEO -1.4 M 
mar ne Corps Dsus) -0.4 bu 
Operations and 
Maintenance 
Navy 26.3 EX DONO 
Marine Corps 12. -0.1 qwe 
Procurement 
Havy por -1.3 Do 
jarine Corps iur. -0.1 Me 
mu | 110.) = (ere |...1 
military 
Cemstruetion eos -0.4 Te T 
Pally sous ine One -0.1 orem. 
Stock Fund 
ilavy ü -0.1 9.5 
Jarine Corps Note 2 lote 2 ote 2 
Total DON OS EM OS) 
Total ¡lavy 05.9 E DS 
Total Marine Corps 8.9 -0.H 8.5 
Mores 1). Risures subpgeet to effects of 


roundino: 
C2) ess a nane ን Lon. 


The proposed appropriation figures outlined above 
are, of course, subject to cnange as the differing 


viewpoints toward Gramm-Rudman-Hollings applicability to 


oT 


the Fiscal Year 1997 is resolved and deoated during the 
upcomins*months until final passage ህያ ን] ፡ ሽስሽ.ሽ.፡]ቢ፡.ቲ በከ 
tae United States Government-riscal Tear ከ 

rrom a decision making perspective, Gramm-Rudnan- 
Hollings (GRH) presents a budgeting enigma. hen viewed 
from a oroad point of view, GRAMM enescenes oud scr 
decision making in tne sense that Congress nad to 
conseciously.ehoose between tne ponhal conse Merne e EOT 
not institutin 6 6 ሇ፡።፡ል፡ Cer leis reducing legislation, 
such as GRH, and the potential impact upon tnc ccona 
and national welfare by mandating required budget 
reductions to acnieve the elimina ik 65). the Teo im p 
deficit by 1591. Granmn-Rudman-Hollinzgs, when viewed 
fron a more localized perspective (Department of tne 
Navy), seems to possess no real traits of budgetary 
decision making. By simply requirimg an ጋር )፡ጉሑጤጣ”ግክክባ፡  .- 
board™oudzget reductiommof 4.9 perem NLE nee - 1... 
sovernment, it may be proposed tes Cong hessa. 
made any real budget decisions Ol memgorees DECUS en 
programs but merely snifctcedmthebirden Omp cC ርን 11 
making, required to achieve tne objectives of GRH, upon 
the various governmental (deeartments.. DUUM os ር 


enormous quantity of governmental programs funded by 


1 


CO 


the 'Budget of tne United States! and tne ever increasing 


Ci 


complexity and interrelationship betweems Varlcuse Z0vern-— 


mental programs and tone overall @@avion's econony sand 


DEC EP s"vwvuallycmbossibles8Rer legislators and 
wise eoeersS CO predict. witmeany reasonable assurance, tne 
ከሌ ሌሎ.ብህ!)ስ ንን ን ን በሮሙ any pud-et reducing piece of 


legislation suen as Gramm-Rudman-Hollings. Tne effects 


rt) 


of GRH can only be observed as they occur and appropriate 
adjustments made primarily on an ‘after the fact' basis. 

Highlignted within this cnapter have been the 
following issued and concepts: broad (macro) resource 
ERA LOs, oOOLT Within and without the Depart- 
Hence or emewmavy CcDON», wriehwypnfluence budget decision 
ንን ፓፕሇ፡ሻ፡ጅ፡ ሪስን፡፡፣1ር6 of Budget and Reports (OBR) inciud- 
Io ot imited to; the goal of establishing and 
maintaining a six hundred ship navy, the Commander-in- 
Come: "seailewma, full versus partial funding, the 
o cionis of resources, force readiness versus force 
Seruecture, and HATO spending. Tne impact of Gramm- 
Rudman-Hollings upon tne federal government is larzely 
undeterminable, thereby, placing legislators and budzet- 
Science leo a ‘Walt and see’ situation. 

Within the next chapter we will explore the impact 
Si eeuaceewacelsion making upon four of tie major Depart- 
Noe may (DOH) appropriation accounts: military 
personnel: Operations and maintenance; procurement; and 


research, development, test and evaluation. ‘Je will 


ae omea ሪር ብርህ 1 ሮሮ ኒጋ ዮሃ decision masing considerations 


ON 
LO 


and tneir impact upon the oudactin process ss DUM co 


within tne Department of tne Navy (DON). 


TO 





ከ. ር 5ሮህ66))፡‹ርከዜ./ሪሬጩሬር 1 inz considerations 
Pieler impact che bug@metTIina process Within tame Department 
of the Navy (DON), we should first gain an understanding 
Te .ፒ ከስ!) oudszetingz process Table Eleven 
io (our ቢሽ ሚ ቢን ስ” በብበስም የበር process and tine senedule 
to oe followed during the development of the Devdartment 
of tne Navy's (DON) budget estimates. Tore specific 
dates are pubiisned via separate NAVCOMPT notices each 
punc ere 
Tae ou@e@etary process, within the Department of tne 
Navy (DOH), can best be descrided as a 'vdotton up! 
process Involving practically all levels wittmin the DOK; 
ከደ ከው ። ክ ሰጩ Itoo down' policy guidemee and direction. 
item rou Of Bbudztetary guidance andi budget estimates 
6...) coe Depa ewent of the Wavy (DON) budzet cyeie is 


depicted in Table Twelve oeiow. 


m 
— 


TABS as 


T 


nai 


"DEPARTAENT OF THe WAVY BUDGE 
DEVELOPMENT ACTIVE LESA 
LME. OO AE 
Prep DISSI 


issue budget guidance 
issue POL Teo ToS 


Budget submission due 
to B cO NM 


sudzet hearings 
DISTFIOUTI ON Oran Ue. 


Reclarias submitted to 
NAVCOMPT 


initial Reclamas leviews 


Receive Program Decision 
Memorandum from 05D 


Presentation of Budzet co 
the Secretary ofr the Navy 


[Issuance of Cont rots "ama 
Sudzet Guidance 


Budget Submission to 
OSD/OMB 


T 


Early ifay 


Caria Y 


Late June- Mid July 
Late June-Late July 


Late Julyssariy AUSSIE 


Late July-1id August 


EST iO aso 


pariy- M a Au USt 


Mid-Late August 


Late August 


T5 ጋርን ን ዱባ. 


መ TWELVE 


"FLOW OF BUDGET GUIDANCE AND ESTIMATES 
Pole ከው DEPAK eon elie NAVY 


Guidance Estimates 
SECNAV SECNAV 
NAVCOMPT NAVCOMPT 
SUBMITTING SUBMITTING 
OFFICES OFFICES 
ADMINISTERING ADMINISTERING 
OFFICES OFFICES 
COMPONENTS COMPONENTS 


Temmi 1!ገርበርርሮ and importance of 'policy™ issues from 
the 'top down' can not ae over emphasized. Policy 
establishes the overall framework within which all 
resource allocation (budgetary) decisions will ultimately 
be determined. The overall objective of 'policy'! is the 
maintenance of 'consistency' within the DON budget 
decision making process. To maintain budget consistency, 
everyone within the resource allocation decision making 
process must be cognizant of and adhere to the 'policy' 

ም ከ1211 ርመ የጋ ቨ tne ‘top down'. Without a certain 

ር የረር or wude@et consistency, the™credioliivy of budget 
decisions, and sometimes even the decision makers 
themselves, are subject to question and criticism. This 


e 


concept of ‘unified ከጢስ ከ [ቢከ ጢጤጡሱውጢሱቢፕ ዕሱዕሁች ፡ቾች፡ች”ጅ”ዑሹሱፁውመፅዕ6 ስች ች ፡ እይ ስ ቄር ስምን ስ 
tnrougnout the DON pudwetary=syoeen and par:cbculde 
the departmental levei (Navy Budget Office). As a Navy 
budget officia Stated: 
For tae dbudaet"to boe successful, everyone sneer 
decision making process must be? to seme ex onn 
captives- of leadership. Tne way ituon SoS ከ ን ከከ 


DOD and regardiess of tne fact tnat you are a nisn 
ranking oudzaet experu, is tnat Li verener Voce ll 


oran” 


or SECTA ሆባ. 11: 2 244፡፡. you pU rcu Me 

Tae positive effect of budzetin nS LS Le O 
focusing of tne budZeting efrforts upon tne 1298 important 
programs or items as identified by "collie ODE 
and goals. Tne need for consistency, within tne Dedoart- 
ment of tne Navy (DOH) budzetary decision ር “ስመ ው 
must be balanced against tne neszative effect of 
consistency, that of ‘statnavi On eee made snc ES 
tne lack er introduction of new ideas into tüe resource 
3440685308 decision nQakingz sys Lem... Lo much once nO 
can breed. tne notion anong Dud eee Seer io ee ee 
always made oudset decisions (this WERT UuMMSnousd ve 
cnanze now". Ooviousiy suenan ai: ao e ስን. 
introduced into tne DON .budsetosystemnm ጠመ 11 
of tne most important enaracteristmeseot san ei peccaye 
resource allocatüocnudesBslomnauudd Suc EE 
'flexibllity'. rF"Luexdbulltygaeu c m 2o ee 
distribution. or maximum: NAS ee ከር 
trusted to the Deparemene of vue Hay UON 
budgzgeuing flexibility. inefficiencwuiescmubdE uncus 
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ሌእ፡እ.ህእ፡  ህ፡፡ ከኝ 11 cne Under Ucll ization Or che re- 


Cu 


EscessapDproved ror us 


(b 


oy tne Department of tne Navy 
( DON) . 

a caia yy sudzet ክህ ለነ. 59), trom tne budzet 
analyst co cone Director of Budget and Reports (NCB), tne 
Ecc geersvon maxcina process involves varying dezrees 
of suojective and objective infiuences. On tne one 
ieee Erem r eS r ICCI y Che Nunoers or "Lt makes tne 
Best, OuUsiness sense™. On the Other hand, tnere are the 
PONES Or "le tates tne DeSv political sense". Tie 
relative ?nportance of each viewpoint toward budzezing 
iS, Of course, tne subject of mucha desate. As one lavy 
ofriciai relates: 

The resource ailocation (budget) process is notninz 
nodo essa a suo jective. process lom, as future 
Navy financial managers, will often become frustrated 
tue og Suneriors unsisp upon maxingweudzet decisions 
luno subDJeccecive lssues than upon technicai or 
SONES issues. lou Must oe able to adapt to tnar. 

Tne iower levels of budget decision making witnin 


Ba avy sumac. Orr ice (NBO), tnat of the oUdzer analyst, 


can be described as being more oojective in nature as 


ርጋ 


5 ንቴ ከ ጫጨጫጄ..ከን ንን. ር ።1።2ገነፎ5ዜኔ 1ርኛፎ1ህ, ኒስሙዉ ጢር! the Director of 
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7198:02)ሀ99፡፡101፡67፡:)519)6ሀ5:19699፡077)72606፡7ኸ8..:፡6965.:3160፡1ሐ:865-)›)፡-፡5 6 -07+ 
(ieee. Mise Oneworozresses up the budget decision naking 
cnain oree anand, within tnae HBO, one Gan ooserve a 
cradeoff between tne subjective and objective infiuences. 
BUaSeL ahalysts view budget decisions more in terns of 
coso estidates. pricing, promram sehedule executabiiity 


(ge 


ana prior oudget execution performance. Becton. 
at tne nisher levels witain tne NBO view tne dudzet 
decisions more in terms of wnat vehavioral responses 
will be elicited as tne result of a particuiar budyet 
decision. Lt should be noted at this aa 3m 
decision makings level witnin the Navy Budget Office 
(NBO), tnere exists a mixture of subjective and oojective 
influences upon ‘Ume pudzeu decisioni a o e a 
level of decision maxing within tne NBO is taerefore 
cotaily devoid of some degree of subjectivity or oojee- 
tivity. Tabie Tnirteen oelow depicts tne suojective 
versus objective influences Upon pene wecer ston ie. 1 
process witnin the Wavy Budget Office (NBO): 
| TABLE TEMA 
"SUBJECTIVITY VERSUS DAA TY 


OF THE DECISION MAKING meee SS 
WITRIN THE NAVY BUD Ei OTSR 


Ui; D" 
uc UY) 


— 
— 


- 


“JO ሆ” ዩባ 
በ መ ከተ ቁርን ሜር 


Budget Analyst ከርመ ህከ 111 መጋ! 1. 


ፓዞሾፌ.፣ ጋ ህከ ጢሔጢ EE 


Let us now explore tne decision maxing considera- 
POS TOM Lilie perspective ot tre Orficewefwe9uwdeeu and 
Reports (OBR), applicaoie to tne formulation pnase 
(guidance, review, markup and reclama) of the Department 
of the Navy (DON) budget cycle. 

The? OTT ግ. Budr-et*and Reports (OBR), during tne 
111. /ሸበ ወ 12505 of Phe PYenninz, Programming and Buget- 
ing System (PPBS), prepares and reviews tne DON budget 
estimates for submission to tne Secretary of the Navy 
CSECEAV) and tne Office of the Secretary of Defense 
(OSD). Tne first year of the Program Oojeectives Memoran- 
dum (POM) Five Year Defense Plan (FYDP) is used as a 
beseline for reviewing all aspects of each program's 
DuWeMet estmaLes.  Emprasis as given to ensure aL a 


* . - 


ት ይስክ፡)]ሽ፡ፕያ፡፡ ppesran-:s bota executablie ana correctly 


-~ 


prileed, as well as™roflecting various late arriving 


. ፍቅ 


—uEESnoce and direction from Congress, tne Office or 
Management and Budget (0B), the Office of tne Secretary 


SETA 


ዘ; ፡፡ SD) and ¿ne Secretary of tne Navy (SECHAV). 


A t 
ሙግ 
— 


EUNT woccaeobjecurive of tne formulation phase is tne 
forwarding of the finai DON budget estimates to OSD and 
OnB for subsequent review, approval and incorporation 
into tne President's budget. 

Eng cC gU 3I OS desconibescehe ewencssewnicosmustc 
oe periommed d@iring tne development and review of tne 


Department of tne Navy (DON) budget estimates. The 


[2 


Tormulation 50855 01. 5ክ6 0]23.ሀቓሼዚክርዘ ጋ ነሜ. ..ዴጹዴ.ቢ፡ሠ. እእ. 
cne following subactivities [Ref. 9:p. 2-1]: 
- tne issuance of program and tecnnical guidance 


- the estimating of resource reguinenents to Teer Tie 
program and tecnnical guidance 


- tne preparation of budget documents and supportins 
data in tne format required oy review ecnelons 


- tne nearings analyses and. recommendations developed 
at each revel witnin the executive branch. 


To initiate the budget formulation phase, toe Usa 
issues budgetary Zuidance to ve Tor oveq Go NM 
preparation of tne DON budget escimaces. Tne UD 
budzet guidance, as outlined in the NAVCOWPT Manual 


(Volume Seven}, is ststed as follows: 


Budget züuidance is issued ፋጫ ቱጌጊጋህጊጋህክዢክ]ስዕስ. ፡ ም፡ች ጫሜዔቆቕጁቕሜእሷሏይፊይ፡ M E 
orepareecelon of oudgetwmestulmevccdeNN.mQEoOUuzaour tne Besar ee 


Nene (Ome ne aver, 

It should be noted that tne pud er z¿uigance provided 
oy the Office of Budet and steperes «- a. compo ቁ0ከ56 ንን. 
policy directives received Trem ier tous son MN o os 
Orincidaliy SECHAV, 05D, 01B and Con Bi je Sud . 
guidance issued by tne OBR can be descrioed as vein; 
substantive or technical in perspective. Substantive 
zuldance is promuigated In tae Porm of Standing mantas. 


notices and instructions. Prime gpa saneng  Cieso acea— 


ር) 


ments is the NAVCOMUPT Manual (Volume Seven) waich 
outv#H#ines tne broad budgetars Sonoceuliges Sones GeO eo 
within the Department of the Navy (DON). General 
technical guidance (now Co} as provided ዕን ን ።፣ ግሻ... 


[.5 


O ው ከጋር Guidance MenualeeNAVCOMPTHST 7102.24) 
ስያ ን ን ው ጉር]! Complementary CtCecnnical suidance 
CIN IIA CO ARENOSOS AnD 1411 series. Tre 
importance and impact of policy guidance (from a suojec- 
Live perspeetive)y upon the DON budget decision taking 
Peeecesomuas orsoussed earlier in cnis chapter. 

enui: Mr evie (markup) portmen of the formulation 
phase is sevi into motion by tne Office or Budget and 


Mee: us tastlilg a "ougaset call' to, tne various headguar- 


Qı 


cer activities tnroughout the Department of tne davy. 
Ec c noeaudsuecesP activity. ab ts qUySCcreurlon, disseni- 
nates tne OBR guidance witn its own supplementary 
wuidance, to lower ecneions as required to obtain their 
pan ” ”ኸተጅኡጅጄ፣ዮ፡ፕ፡፡ in tas development of coe DON budzet 


Mewes. Die amount of time required to collect and 


ከ. 


S¥ntnesize tneir respective bDudget estimates 18 oredicted 


ሩ« 


Upomeieuemtaredown tne resource allocation cnain of 
Cofmanc almevences nave ocen Made =1or bud -ert estimates 
romeo eos into tche 001569] masing process. Tne 
ቢኤቢኤቢዚቢ ያህ uwuE necuser area [rom weren che initial oudger 
estimates are introduced into the budget system, the 
(Ore deeuracely Will the vudzet ebtimates refiect tne 
esource requirements of tne various components ja 
voce DU memes StErenstas derived Promechae oudzet inputs 


EUIS cuc wjunueudesdsersrion Maxing process, 


Sreen tiave 1. more cumbersome to utilize at tne 


is 


secretariate levei dueweo 5ስይዉጩር1ህጩር 2፡11 100ሮ06‹ከ.ሳ0ስሰ05፡፡ፕቭስ6ክስንካስን.. 


Stimates. it shouid oe empnasized 


(D 


volune offene OULES 
tnat as a staf office, tne Ofíice of 2udzer dand Reports 
nas no responsibility for maxing pro IMS lc DCN 
decisions but 1S mesponsible fOmmsuUri ac ite 02s ie) Drocran 
issues whicn nave a direct influence upon tne budget and 
for delineating tne budgeting implications of these 
program questions. 

Budget analysts, within tne ilavy Budget Office view 
the initial budget estimates witn a preconceived ሰርከ 
ward oasis'. This 'cuvctinz' wvieupolinteewoneseunacre mmm 
budget analysts, assumes thav cne io allay So m S 
of funding wnich can. be cut fro Gieiksicuazgion ¿Mia 


tae initial rfumaeimemese.,bibuicuoemswOME nC var ous 


ሠገ 


Plamming, Prozranming and 5ህ/0,;ፍፎ...ጩ)፡ሽ፡ዓህሠ |[ፕ2፡››) (Pas): 
Because the programming phase occurs dun Toetie ear o 


4 


portion or che cost estimaron soe e E 


Cc 
Ca 
. 


more uncertainty with rezard tof 'ae» ME NM roS ስ 
Consequentiy, prozran obiiceials” Venir ves ብ ፡- 


totel procrailmeostsS in onger tacon DSaren or a 


ereaver degree of uneertainby. As one Bomar tome 
stato ik 
You never «now exactly waat a Drog ranm iS o nmn eonna 


UNUIA YOU paso wae 
Haile some dezree oi accuracy INP? ranas. 
estimates during tne programming pnase iS required, 
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፣" ከ.) ከሚላን. 12. con “ne. ot tner mapas not essentiai,_and 


ea ecuenteor des.reaole.  Anovcaoer Navy 3Judze- 
ርመ ን Moir icdal relates. 
Dogs dc IoScamveint epmeseudset flzures o ».us oc 
minus ven percent is OK. Too Veer erre 1S orven spent 
ülcrinseuce pros5sranmins bnase) tryinz to decide now 
1c. l379v998- Ol li. 


ን ዴጨኤሌከትፕፕ ጵ»5ሉዚ፡ን ን፡ ጂ፡፡፡ ፓ ፡ሀ፤፣ሀህበን፡ bue SUdsetins eyetie, 


ን. eeni Buder and Reports analysus review tae 


EM ምፐፓፒ.:. «ሽሻ. Games. submlutvugsd OY vene various suomittins 
O@tr.ces, to determine tne 'reasonadieness' of the budzet 


S ፡ሽኽ፡ ፒ  ፡፡ልላህጌጌቕሙቕቆቄቆያ .፡ 111ኀቄኛ and ሀርሮር11ይህመጋ0ዐ11 1. ጩመ!ር an intesrar 


an  ፣ዣ”ዣ ን ከከሮ.ክ1ር ርር review personnel: Cregdiolilzy 


U) 


Cora ህህ ብኸ. tos suojeciive side of tae 'reasonalenes 


(ሀ 


X ፍሙ ` ~ e y. i= de p T T °F 5 * - መሙ ~~ a —— m c ^^ 
nup» aconede of pae Navy ert ሮሪሠሇሥ/ሠሥክኬክከ፡፡ 05. wAS on 


Pim Ou dave ር!ር.!መ1115ሃ witan your analyst, even ii you 
S cuu Ou are ሆን ን በ05, because ne can sep you vin = 
f 

Cea oL y a ae ንጋ ከህ 131) ().›: ፈጋ- 
oTe Aa aaa ANA:yst Within venue Oftice of 3udzerTt 
ar Ma Orla relacionsnip develops nere 


ገ ~ 79 | 4 ጫ ሎም ጫ "n : — ~ = coe <= ` » e 
DOM E a Tial oud zec escimares are reso:ved 


SD TORO e up and reciaca process. £f tne Ob 


have eredidility ana tne pudger estimates mases good 
Business sense, tne budget estimates are muca inore 
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* 


'aefencabie' by tne OBA scaff enaelysu cna ame MS 
a higher prodaebility of 36 18 It tnrouem ene Warnup ae 
reciama process in a form. Similar vo mac Woon ee 


cial 


I-?- 


initially submitted. As anotüer Navy Oudser oii! 


Tne best way to get your money back, ls never to nave 
lost it ieee DN 


no "er re 
DO Sai ene e 


rl 


1 ፎ]በ391 ክከ3ዜክንክሚር.;ሱንእ. ፡ን.ንክ..ሉ፦)ብ፡.፡፡ም፡መ ከርስ 
havy Budget Office staff anad yorto ee ችዳ፡ጅ፡ ስንጓን፡፡ ስአከመጠለሽእስ) ን ስከ era 
is develooed witain a short period oí time. Credos 
with HBO staff analysts ሮሃር ህ..ክ.«.ቁሔ.ዜዩቄ። ይዩዎቱቹቓጊዎፌ፡ጃያቋ፡ፕ፡ቓጄሣጄዘከእያከያጀዢ e 

lay of a proven history AWeseck econo Ho o የ. 


accurate, up-to-date and reliable oudzetinz information 


ፍመ 


peculiar to “ene particular aetivicy. As a tiavy ue oe 
Ofiice ጋ11;01ዯ፡፡ዋ6.፡:1፡1፡0፡7፡ይ ለ 


[ከረ ሰ ከር is tne priee you pay COP Maye, Cree a ንዓ. 
can not acnieve crediolvity Dese ISSO OU T 
olues. 


After reviewinz the 'reasonabieness' of aii tne 


ሜኔሜ * 


T 7 
ነ 
ጨ- 


rt) 


e OI 


Q 


suomittins activitite” budet Ss rre O 
Budget and reports proposes enana eso ese oia 
estimates oy issuing 'masks' against tie var o0us ሠ.) ብ. 


priation sccounus. Inese mar<s arenoso dato mae 


- 


ያ 


respective Department of tne ilavy components, tnereb 


Ea 


provicin¿ taem an ODSOreunitcy to "Tectia tae Dres 
cuts or marks. To ensure TULL crecio oO 
oudget decisions, tae pudo ቢንቢ CA a 
to the Secretary of tae Mavy to ensure vine Lules, 
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። ሊሴ ዯፕዯፕኢፕ ፕ ታያ ን ኑቢኔኢ፣;ሮ፣ን፣፡ ን ከ CONTlictins resouree allocation issues 
from the zOWeSt to tne nigmest ileveis tarouznout tne 
Department cf che ¡lavy. 

During pas rec lata’ process MON tnewropm'aucion 
EI ፡፡ያ ዘሪ ሸኖ [ርር ጋ ፐሃ eyele, tne suodMmLECing acvlivi- 


ties’ reouttal justifications are reviewed oy the Office 


Es ከበር( Reports staff personnel. Of primary 


0 


Mia canes townie SUOMLLLINe acvivicies, when rorzulauvl.nj 


2 8 
their reclamas, is the need to ‘address the facts! upon 
Weed ene Orizindg: marks were based. A relatively 
unsuccessful reciama tecnnique, orten empioyed by 


* 


OT 


£a 


Submatcing Officials, is wnat nas Deen referre 


tne 'Nurempers defense! wnere tne most rrequenctiy 


-ጋ 


i 


exoresseaereciana juseifieation nas oeen, “Loon, i'n 
A y 100, tne CO nas put a nigh priority on 
Mi as pr oaran". Such a defense 1S based, not 


ነ ፦ 


IU e mer ies or ousiness sense of une program, “but 
Don cas vDersonal desires of a commanding officer 
MOM fare saeDaruicular program funded. ån equally unsuc- 
 - MEM coa! technique is the reriance upon tne '500 
ከከ ከ ፕ ፣ይይየዖይዖይዯያጵያዯያትይ ችን ስርን ሠር Tae reclama juseificarion expressed, 
6 11%  ጋጣሽ፣ )፣ ፥፣፡ ፡ 11315 15 ኒበኋ2ህ "sunding for tals 
srogram (item) is required to nelp us acnieve the 
SENA uste ted Objective of estadlisning and Supporting 
a 600 snip navy". Both of tahae above reclama justifica- 


ዘ... nes nave proven, auriag tne long run, to be 


equaiiy ineffective. To put it more sinply, tne recléna 
process must address tne issues (facts) upon whicn the 
originai markom sempre ን ር 

Let us now tutu cour dyreccrond owe NOME 
technical and more objective considerations given sy tne 
Office of Budget and Reports staff anaiysts during tue 
review (markup) process of the formulation phase for the 
rolitowing four aporopriatlon accounts: 9) 10! Year) INC M 
nel; operacions and maintenance; oroecuretnent; ana 
researen, deveiopment, vest and evaluation.  isavy oudzet 
analysis reviewer tne bDudrvet esum En c CU 
appropriation accounts wrc ten. foiitowing considerations 
prop 

MILITARY PERSONNEL. Of Bene primary consideration tTa 
the Military Personnel (JIC2ERS) ar Or O Sec ME 
is the determination of tne averass conrra eS uU a 
oy the Cnief of aval Oseratiome ane ene Conmendage or 
the tiarine Corps in tne formulavion@or weneine IC 


itary pay anda 


fp 


budereb estinates. ALTLAOULH tae re Lemoa 
ኤጋ e 


allowances are escabi;isned by .aw, the average rate of 


© 


dæ 


oase pay (the largest contribucor ToC OCA EPER ma CA 
is estaolished from estimates. The Poloning eri e 


bear djvectly upon the level በ c aiem EE coMSDDISOI MEE ን 


account l[Ref. 9:pp. 2-350015; tne muse SONO. 


rly 


expected uo occur durrsnzenesbudccU ECOL E T MI TE 


personnel g¿gains or 10sses Lo  ከሠርዐ 1፣ዱዳቪዚር፣ስ ያ፡ህ፡፡፡። 
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ቄጳት. ን ዓዕሽኸህኽኸስዕ ን ፡፡-፡፡፡፡. ጋር011፡ 01:8 1115. 001 oudget year. 


HriuZinseuwaeguboVvemesclnmauessgadmesverage eost rate is 


0 


ጎ 


"ው ው ከ ከ ርን ከስ,ኀ፡፡ ፡፣. paygrade frem s-Te€cnrouga 0-190. Tais 


average cost rare is appliedwWee we total number of 


^T. 


(b 


SEIS egosersonmnmel-anticipaceHMfor eacn paygradade. 
Similar. proeeduresis utilized toe determine tae average 
DOS nu ሺ nosEasPe allowamee fosaequas^scers. swWiporcant 


Pisa reis te 2 የከርሠ OY tne OTTYce 0T Budget “end 


5 
MAS PL as et analysts to thae estimated personnel 


1 


SUrnOVerT=rate "wnien affects tne cost of ai:lowances for 


suede tals 3 permanent changzges-of-station, reenlistment 


Ca 
Ui 
ኳን 


oonuses, clotning for new recruits and separations Bel. 
Dru 22911. 

OPERATIONS AND MAINTENANCE. Review considerations 
Dy cane OB 751023 ror tne operavions and Waimcenance 
appropriation doocouncs vary Wess mc NONO paa 
Under consideration. Tne determination or tne ‘neason- 
Ss Of Dudse. estimates for tna operacions and 
Men arce geeeunts lis based principally upon past 
.ታ. ቢቢ  ቢቪቢጅ ንን እሕ ሱን epe weasurement Svcandamas. cost accounting 
11111 ከዓ 1) 1. መፎከር ርን 211 መ ው. changes. and 
DIES “sled tomo cion performance. Cost data and words 
neascupements are wsed with reasonable accuracy to 


determine the fundinz 


ን »ንፕ ተ ታሲታጢሲሚ ከስ ዴር ም ፕ ስ.ሱፕቭ.።፡ ስል ስ teo cams suen as 
ር ከር በር ከ ስ S3jp5, ovengaul ofemsircreft, fleet 
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opone caos er ህጋ 100105. medical “care, supply 
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distribution and realleoromerty maineenamgec NE CEDE 


ሲን 


-31]. "m 


(0 


re is © Stamdard mecnodcl@sey oy /ጠጩሠቓጀ 1 
analysts wivnin tne Navy Budget Office review tne 
operations and maintenance accotncs. 

PROCUREMENT. Tne orincipal consideracvicn for gene 
procurement appropriation accounts fe tae deena. en 
of an accurate 'unit cosi'. TuasMcou o uc O 
'exisving' ivems Ys derived tnroujsa variante enano 
accounting s¥Wsuems. The cos. esvulmatlioniior “Wo EE C E 
is derived” tnarouza tne use of engi e ln? cost es cs 
and “ee folMowin® Pactors Me" y) .. ር 

< amount ot inventory on nand 
= Projected consumption rate 
- requirement for spare parts 


tasus of DIE 
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CORSA 


ርን 


ከሸሸ፪። ።፡.፡:.::.:.4፡ክ።፡ |:-:8፡:0.1::0"ነሮ=ር 
=- SLippase Of produc clone se jesus 
- required ieadtime 
- mooilization base 
= approvat or: 9roduc toON: 
RESEARCH, DEVELOPMENT, TEST AND EVALUATION. The 
trotal fun@ins ior M@searen. DeVveheeae me, besc ame 


evaluation (RDT&E), witnin ine Department of Defense 


H- 
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maintained at approximately a constant percentaze "Ot <= 
DOD appropriations. Although toils percencase Gay. va. 


witnin eacü miiicary wepbartment, acecordinz to eiigmasis 


።.፡.፡ ከ .653፡፡ፕዯ፡ወ፡ ምዎመወ ጋ ጦም of Defense om various prozramus, a 


fac stsdc level ot fundins is maintained for tne 
Doc ID. cftanrs witlin tae Department of tne iavy. 
SOS cat eate metaodsS utilized ror the above appropria- 


7. ህመ. not applicable to tae 320PD45 appropriations due 
Vale e aci. Wat ADICS DrOerams ere nov typicaliy similar 
ani nat onecac:ona: scandards are not usually availab:ie. 
Meee Wip, Neo wlevel Within the decision Making process, 


Rc: Kholer oDudeetinz consideravtion is determining 


Malo ae velo: RoI«E efforb ís required, in wnac 
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RIGE programs are funded incrementally, unerefore 


ae ም ውርር nes oi 'unoolbsatedalcana 'unexbended!' 


e; 
ፍጋ 


oa.ances to become tne principal methodology by Wiiicn 
Ries DrOeean performance execution may be monitored and 
woe required future ftTinanclai requirements deteriminec. 


Mer tie Claimants Nave SUDMIGEed tnelr budret 
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3 * ሙ፦ c ከ - ! 
DoOoSggesu5 vü con 


D 


various Department of tne Navy depart.ien- 
tal anaiysts, those requests are reviewed for tie 

cn uds cup deve required. to support tne requests. 
ucc asp cs are sededguled hor ¿ne anaiyst to 


zez additionai information (as required) concerninz tne 


[ere 
H? 


oe a aee on ወጋ... aaen ae üdesariags are 
coude ENS Will nave been preceded oy questions 


From tae anawysce waien are sent to tne submitting office 


for thar activity vo orepare 2 ኃኒ ረሪቄጩሠ ፡ሽ፡፡፡፡፡ሽ ክክ 

tneir ors Harc uM EM 
Tne Comptroller or thae havy 'marks' are tnen made a5 

adjustments, corrections or ርዕ ፣ያ፣ድቆ‹ቂ‹‹፡ oL iT NS 


made concerning the different appropriations; most marks 


invoive dudgetary reductions Or መዕኔ cons DOE NM 


à 


these adjuStments are ziven Co tAE U O Sre o 
tne determining analyst and are tne basis for tne 
'reclama!' process. WEeSG (Budbet vardari on Grou ee 
tne distriouction of ¿he "marks" =f weer to eae 
respective Submitting activities as tney are 56.32.8582 ጋሃ 
tae analyses. 

The 'reeclanas' are tnen resudsmitveca oy cede eran 


ne markup only a 'centeuvive decision” unta 


ct 


WD eI cos 
the TS can de Sorted OUT and iia. Seo I wade 
upon it. AS Stated Sarl ier WIC Ye eee uc E 
decisions are usually sorted ou ነ.፡ usc c 
Budget anc Reports leve. and an agreement reacned 
between tne cognizant HCB director andiric Onn 
activity concerning taemai uote ce 

Tne Budget Guidance ilanuai (HAVCOMPTINST 7102.24) 
addresses ten conmon areas in wnich markups usually 
occur.  Iney are oU0viiued aom M 

APPROVAL FOR PRODUCTION. One of the principal 
factors utilized in ርኒስበርሽከ፡ፃሜጫቹዎቹሜጫቹዜሎሌኣጂቹእጫጁቹሜጫሜ፡ቅች፡ቄ፡፡ጂያካከዘጂጀዜ፡፡፡፡፡፡፡ቆቱ”ሥ።ጀአእከእቻጅ ኞፐ ንም ፣ክ 
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D Re e a n Oa production: MAVCOAPT amalysts 2evove 
DarUIcuda NI UC ORNEO. soeuedgubed milestones leading to 
a opoduecdaen decision. 

UNFUNDED REQUIREMENTS. Unfunded requirements can ve 
Save oe - ZeoUminivem TwoOmoas lewe@awere, nes: “pre and posu PO 
ከ ር! ከ ሬር! .166ሬርብዉ 2041, taose 
Dreerams tnatv Cannot oe execuved because or improper 
e or UDa ance Vita Fespece co otner appropria- 

* ከ ከ ዜጅጀጄደያፆኔይቻጆ ቭሸከ ም ር ጋሪ. ሙጋ tae resources sbonsoOrs ana are 
A CMe ታታ ..ክ 1፡ Coordina ion wYcusne JOUuBLIC. 
:11 eos cur Lollowins ines, submission oí a 
ከክ ህሪ“ ተመ ህበ! 1ይ ርሰር resource sponsor nas no control are 
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tuNsed OUT sequirinz offsets fsom ....6ዉር.ን 321115. 
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NHENNONIG. One of the prioavry-oojeettzveoort vae review 
process of tne 'oudzget review decisions! is to ensure 
UEM ne program oricing» is reasonaole and follows 
ቼፆሦታሉዴቲዚፕሇፕሇፕሇህቹ ጎር ክበርር. Pimi¥eing markups reflecó pricing 
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zuidance received subsequent to tne submission of 


ial pudzet estimates. 
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PROGRAM EXECUTABILITY. Determinations as to whetner 
SaenOucmemeworozram Can be carried@ouc during Ene budzet 
year becomes a key consideration during tne review 
Uoc wee eetisesuch aS ¿esditimes Of wend and suppor 
SNC ወከ ሠ! phases, ue avallability of long 


|ርንን ን ከን ር በጋስህ፡፡ acnievable production rates, and tae 
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promasility tnat ali deliveries ey cae Wi ee 
funded period, arem@eeyacued vovcensuced cUm IP NNNM 


PROGRAM DECISION MEMORANDUM. Because of tne senedu 
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of events during tne overail Department ofr Defense 
budzet review process, Drosgrannicdmdee rs 1ens ሸ ስስ. 
Secretary of Defense on tne Department of tne avy 
oudgetary matters are usualiy received ‘during! tne JOA 
review process. Tnese prosrarmed decisions are tnerefore 
inciuded in tae appropriation markups. 

CONGRESSIONAL ACTION. Jarrapos are Issued mrC 
refiect the latest Congressional actions and ¿uidance 
and director. 


AUDIT SAVINGS. These marxups ensure that audit 
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ngs ere reflected where appropriace. —arzum sve ን) = 
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tnat valid savings renin witnin eae Jepartnent 
Javy and are not lost back to tne Office of tne Secreta 
of Defense. 

INTERAPPROPRIATIONAL TRANSFERS. Coecks are made cto 
ensure tnat eaca iten is budgeted ae coe Pc 
appropriavion and if Seranisne’s arem@geen red. tidus ene 
are dade to tae cerre ted or Oeo 

PRIOR YEAR PERFORMANCE. In reviewing tne oudset 
estimates, añalyscs wili enzo canas are oie 
for the year in wnien tney are required. Low ooli;ation- 
al and expenditure rates reiilecy ‘forvard sume or 


funding wazea is In advance ror vanilla esas ee) 


ES 


|... OE aslonal aesezay reflect a fundinz 
snortfall. Repnasings would be reconmended as appropri- 


ባር መቃ ሰብ Cis C lr Cera deme S.. 


H| ኃ 
C 


ae. Lo. 
OUTYEARS. Aithougn tne primary empnasis of the 
Mareup process is upon tne budget year and che autnoriza- 
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dcs ouTcyear' adjustments are made to ref. 
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ቐ;ህ፡፣ጃ፡ 7 የህ ንንን) ስከህጋርር.01 tne program and fundins deci- 
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Sens Made during tne budzet. review. as wel as tre 
Meace Of fiscal reality. 

Let us now review the Fiscal Year 1907 markup 
np ፡ሕ፡  ጫችቹጫችዎ ሪኮ በሮ TOliOvans appropriation accounts: 
NEED ጦሥሲፒስዕስዕስሕስኑፒኑ.ሱ፣ጵ፣ ዎር. (ፖ ህብ) Sni pouilding -and Conversion, 
ቪን  ፣ ኘ ፣! ፡ Aleeraft Procurenenc, “Navy; Researcn, 
Development, Test and Evaluation (RDT&E); Otaer Procure- 
e (Orn): and Operations and “laintenance, -lavy 
CONTA 

AEN ar 0) Juscitications and adjustmenvs are saown 
SOME Denar nene of hie Navy apProp*iation accounts 
O e O ena በ15 taole diSpreys tne frequency or 
ር የ ዥን ንስ ሲ፡ ን a particular type of manMip™by aporopria= 
tion caUsvoDPMEENt does not display theWamount (dollar) 
or ብ. ን e issued mark our ጩሚመአር፤!ነናነጩ(ር:!1:0:5 ጋ|ህር tne 
resonar Poari cular mark was Made. The accounts 
tnat are not iisted and refiected in Tabie Fourteen 


ayed little analysis worthy data for the purposes 
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IS aa ide markup JUStificationis were so 
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diversified tnat tne data 011/10). .ጤ.ሎጮመኅሣሔጩ. ብ. .::: .. 
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oroperly under tne above speelt c ngu Ens CIEN 0 : 

AS the various markup justvifleations themselves were 
reviewed, it Decane apparent taat tne different analysts 
used different Terms ro deser Tocem Ie ፡፡ ፡ ፡ ፡ ኮኮ M 7; 
made for tne aifferent terms to deserive tne ዮን. የኸ... 
tney made for the different e@ppreuriaecion accoume.. 4 
yood example O, tnis was cene cera Nes vena) EN 
oy an analyst warea in reality ሙቭ ea 


performance” as menvicned eariter Wrenn chis eS 
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rr 


here Were Siwgrarly non-Sstandarea cone 
reasons and justifications TOT ene Warns. As Chemo mie ce 
of Budzet and Reports (OBR) official stated: 
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Tae Specitie cerms used mayya r] mae nTa UA e 
essence, oí ,ህጠጻዛፍ ርፎርዐበ.... ር በ1 1 on ai 


Wverall,. thewmarksevaried ሞሮ ን ር ጋ. ሰስ Deo 
tions and tne anatyst's teenniques for review were also 
as vared. There was no ocarticubetmpevasdolesy-ucreeel 
by individual oudgetwanalysts Wicd metros OSkh. Dae 
analysts used riacus, developedEseoUcNdundNbdsssu c 
facts up to tae sender reviewing nicas ን ር. ees 
increasingiy subjeciodbyveodeecsdiem5 — dde in. tae 
iargely diverse terms used in tae mais the sane 
requirements and ideas were protected but tne metnods of 


arriving ac tchem- individua rk conosco SN NOU 
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Approval for 
meduie tion 


Jarunded 
Recuiremen 
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wo 
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Pre lesan 


Pro can 
SKecuGadllit 


Congressiona 
ADS 


Aud TE 
oavinzs 
፣ ኔር! ነ ጋርን 
Transfer 
Prior Year 
Perrocmance 
VineriGss 
lO Gases 
(36:5: ሮ55) 
dotes: 1) 
23 
$1) 
in order 


oerspective, 


auscif1cakron.: 
Totals 


refiect number 


D 
Ce) 
Py 
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a e or hapewup Justificacion' 


Tetals reflect number of 
on ON un CCOUMC a 


07577. ዯንታ ን il 
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a decision 


necessary to observe where tae 


karn UPR JUST AeA OS US22 si 0388 
ANI omer Omran toe CLS 11 SIX DOU 
APPROPRIATI OTAC COUNTS" 
Ca oer or Oceurrenees — note 1) 
SC e noes Or OUN Tora; 
(Note œ) 
25 Ó 19 i 3 ሀ 53 
1 0 0 O Q Q qur 
6 2 23 3 D TIPS 
y 24 0 44 15 DOE TS 195 
1 
20 q 22 19 9 0 134 
O ሀ O 2 O 4 5 
nal 
0 Q 9 13 9 2 29 
11 1 E 3 fo ee 52 
1 0 1 |. D 39 
ተፒ ንክይይ ስ፡፡፡ባ ስስ ሪሪ፡ ]0ኔ - 3539 
Numbers do not reflect the amount (dollar) 
"acr of a Dartiéuler markup, merely tne 
nunber of occurrences for eaen cype maikuo 


Marto oO ce ur r eme es muy 


Daum moecum"enoes 


maxing 


marko 


were inade and now tney were adjusted.  zacn of ine six 
appropriation accounts conm@ained ine tanewens vesc 
nad marss made in tne ten major areas discussed earlier 
within this chapter. irende tia. oem ers ted Dy 
ooserving the percentases 0 marss tnat were casen ol 
che tovai marks in eacn appropriation account (remember 
the downward Dias). The percentaze%r mar Ups NE 
tions are reflected in Tabie rifteen below. 


MILITARY PERSONNEL.  Tnis appropriationai catezory 


inciudes tne ro.lowinz appropriacroncaeverons: Wii 
Personnel-Navy (HPH), military Personnel-iarine Corps 


(HPC), Reserve Personnei-iiarine Corps (KPHC). These 
accounts were not inc:uded in tne above analysis due to 
one particutariy diverse and Mer tente? masia 
jusStificacions and terminol om. 

PROCUREMENT. This appropriational catezory inciudes 
tne following appropriation accounts: <aAircrait Pim. 
ment-.lavy (APN), Snippbuiiding < Conversion-Navy (SCH). 
Jeapons Procurement-llavy ("'JPN), Other Procurement-ilavy 
(OPN) and Procurement-=:iarine Corps (PC). Tae Procure- 
ment-iarine Corps (PIC) account was not inciuded in tne 
above anasiysis due to CNaU lar ምስ ሞ . tion 
account not dIsp.2ay1M8e any Fesuiar Parteón of emi 


just e ation: 
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ከ” ” ጥ”ጥ”ጥዋያ፡ ልሸሽ |“ሠ1[:.112/መ።ጠይን US¿DW DW Osa 
PU ምጵሌምሙ፡ን ›5›፡ስስከጠጮጠኪስጠስኪቢኪጳጨምሮው ብ. መ 11.2 |. SIX DON 
ጻጸ”! ከኢህ ከስ ee ACCOUNTS” 


(Percentage of Occurrences - Note 1) 

Type of Harkup AEN SON ASN RD] dee, NP Qiii 
ከው 11. ር. 

Proeuee lon Ceo Some 14.2 DO 5) ጋ 
Unfunded 

requirements 10388 ጋ 0 0 ሀ 9 
Pricing pro UOTE) A 11... 
Program 
¿xecutability 22.9 0 NS 11245 ሺው ቴክ እ ን 
VOM res sonas 
Action |. OS O DEO J 
Audit 
Sawi ngs Q 0 0 1.4 0 4.1 
Appro»riational 
Transfer 0 0 mo Qe E ay 
AU Tear 

Performance NS Tm 1.6 Sat ooo ee 

tneríis) lee 0 0.9 9.2 Ia o 


dotes: 1) Percentages reflect number of occurrences 
DUO Donacion tae count 

4^itnin tne Weapons Procurement-iiavy appropriation 
deese. taewmosSt influential marxupsewere due to 
Toe, Seapor ,rocuccion’ Whiten accounted for 24.345 or 
 . ውሉፕ፡ፕያከጅሆሇከታፕ ate tments for cnis scecuñt. "base second most 
111 ን ንተ ሲን ኢም :፡.ብ;5ን due to 'Progranm™ixecWtabilicy' 
waose infiuence was 22.9%. Tne third most infiuential 


ከ. ኑን»ኤ ጫፏጺዔከ Nao to 'Congresswonal Action’! whica 


es 


conprenisede 19. le of une Cotel mamas Der o Meco 


ae rourtn major infiuentiaL marido as due Toma ae 


de 


=) 


requirements!’ which conse tod OT EE m I 
#“ፎ32085 Procurement-Navy markups. 


Witnin che Snipouildinz è Conve ፡ያያታፐ ማስ 


(5 


Lion account tnere were Uürsee magjoc ons us c ለከ. 
utilized’ for reducing (euttime ym rais secounc. NN. 
were, in descem@ing order of nila oneere ን .ጤክ.5ኑ›ሁሙሱሁቲኞቂ፡ቋ፪፡ጆ፪ጤ፡ሑ፡. 
Production", l CongressionaimActi ont ከከ ከ ዜው P rican am 


wnose individuai influences were 86.23, 30.35 and 15.855 


respectively. 
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4Xivnin uae Aircraft Proeurement=iavy appropriato 
account, tne 0s. infiuenvial msmpeupEUSscdue cto "Proa 
¿xecemiébilicy" waüion conseituted pe TEmo Lae) wera! 
MARKUS MEORMTNIS በጋ ከር... hae next inr esr Jm CN 
was due to Mipricing' atvo20rss, T Comen Ss omal Acc 
witn 19.55» and 'S@proval for Prootie ca E 

within tne Otner Procurement-Navy aporopriat:ion 
account, tne Sfosc int iWential uds mM cM rosis 
EReCUTaDLLILTY' witn 39S of ረር .፡ማክጤከቢቪ ፣ቨፕቨፕሇፕፕያፕፕያታሇታፕያፕፕያ፡ CM 
appropriation account. Program ex eeweaollicy'’ was 
followed ratner elosecy oy EDEN mU UII qM C 
33.1% of ene markup juseif NUEBNUNEONS. 

RESEARCH, DEVELOPMENT, TEST AND EVALUATION.  .irü.n 


tne Research, Development, les: “andina UE on ao E 


tion account, ‘'Conkress@onagieeie clo o IM 
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predominate markup influence witn 50.93 of tne tota: 
lat ieee sa pOrOorlageaon accounse. Tne next 
(308v nam upoguscificswrons were "Prosgrarn Zzeocutaoii- 
lucy'wend " ÀpMODrdecmMewel TransfewueewwetaA ar ds tantedd 4% 
and=9.26 resvecvively. 

OPERATIONS AND MAINTENANCE. Tne Operations and 
¡laintenanee appropriationea, category consists of tne 
POWEITTOS 


Sa 


>,፣፡፡፡፡፡ 11 መ 11... Uderations and 
viaintenance-llavy (OWN), Operations and Maintenance- 
Marine Coros (OMC), Operations and ilaintenance-iiavy 
Reserve (OvuliR) and Operations and haintenance-‘iarine 
CompENRhResemvuewMNOHHCR). “Tne nostminfluential marxu 
COALS Appr Opie eedem caleszoryeconsistecwom, im descendin 
Oni 11 ሠ ው lean Rertormance' 
and 'Program executability'’ whose influences were 23.53. 
24.5% and a more distant 15.4% respectively. 

By viewing the statistics contained witnin Tao:e 
Fifteen aoove, iu can be determined wnich ‘Type of 
AAA ies on'” exercises the most influence upon 
DS peer cC" decswe lens for Ltaewsix aporoprlauton* accounts 
reflected vivann Taole Fifteen. For tae Department of 
¿ne Kay (DION for Fdscai Yearwi9of ,w'PasogpcamnmeExecutabii- 
Do acsemneedwEsiP" 25.25-0f ህር ዓዓ nsBluUbscrevieued. 
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eu 
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Giving 5olud weed .lcy co tae connemtsanade. by 
rvaluation Group (iJCBG) personnel as discussed earlier 
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